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FREEDOM OF INFORMATION ACT 
Release No. 21/July 28, 1975 


In the Matter of Requests of 


AMTEL, INC. 
and 


LAVENTHOL & HORWATH 


for access to investigatory records 
relating to The Stratton Group, Ltd. 


DENIAL OF REQUESTS 


On June 25, 1975, and July 7, 1975, respectively, the 
Commission recieved the appeal of Amtel, Inc. (““Amtel”’) 
and that of Laventhol & Horwath (“Laventhol’’) from 
the denial of their separate requests under the Freedom 
of Information Act for access to certain investigatory re- 
cords compiled in the course of the Commission’s investi- 
gation relating to The Stratton Group, Ltd. (“Stratton”). 
1/ That investigation resulted in the filing by the Com- 
mission, on July 24, 1974, of a civil enforcement action 
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against Stratton and four of its officers and/or directors, 
charging violations of Section 17(a) of the Securities 
Act of 1933, and of Sections 10(b) and 13(a) of the 
Securities Exchange Act of 1934 and Rules 10b-5, 13a-1 
and 13a-3 promulgated thereunder. Orders of permanent 
injunction by consent have been entered against all de- 
fendants. Securities and Exchange Commissionv. The 
Stratton Group, Ltd., et al., S.D. N.Y., No. 74 Civ. 3156 
(MP). 


Prior to institution of the injunctive action, Stratton, on 
September 17, 1973, filed in the U. S. District Court 
for the Southern District of New York a petition for 
arrangement with creditors under Chapter XI of the 
Bankruptcy Act. In the Chapter X! proceeding, the 
bankruptcy judge appointed the New York City law 
firm of Orans, Elsen & Polstein as special counsel for 
Stratton to conduct an investigation into Stratton’s 
affairs and bring all necessary causes of action for the 
benefit of Stratton and its shareholders. Thereafter, 
special counsel, on August 5, 1974, requested author- 
ity from the Commission to inspect and copy certain 

of the Commission's investigatory files relating to 
Stratton, and on August 27, 1974, the Commission 
granted the request since it appeared that the files 
could be of material assistance to special counsel in 
carrying out its duties under the aegis of the bankrupt- 
cy court. 2/ At that time all but one defendant in the 
injunctive action had consented to permanent injunctions, 
a settlement as to the remaining defendant was expected 
shortly, 3/ and no further law enforcement action was 
under consideration. 


Since the conclusion of the Commission’s injunctive 
action, however, recommendations have been formulated 
with respect to whether additional law enforcement ac- 
tion relating to Stratton should be taken, and active con- 
sideration is being accorded to such recommendations. A 
concrete prospect of further enforcement proceedings pre- 
sently exists. In these circumstances it is the Commission’s 
judgment that disclosure of the records contained in the 
investigatory files relating to Stratton is not required be- 
cause such disclosure would “interfere with enforcement 
proceedings” and might tend to deprive a person or per- 
sons “‘of a right to a fair trial or an impartial adjudica- 
tion.” See 5 U.S.C. §552(b)(7)(A) and (B) and 17 CFR 
200.80(b)(7). 4/ 


In this regard, the Commission has concluded that special 
counsel’s prior access to the investigatory files does not 
affect its determination that production is not compelled 
at this time. Earlier disclosure to special counsel of records 
which may be the subject of the instant requests does not 
constitute an implied waiver by the Commission of the 
investigatory records exemption in 5 U.S.C. §552(b)(7). 


The request by special counsel was not made pursuant to 
the Freedom of Information Act, and the granting of that 
request was accompanied by a prohibition on special coun- 
sel from disclosing the contents of the files to third per- 
sons. Apart from this fact, the Freedom of Information 
Act requires this agency to consider, on its own merits, 
each appeal from the denial of a request received under 
the Act. See 5 U.S.C. $552(a)(6) (A) (ii). This necessarily 
contemplates a determination by the Commission in light 
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of the facts and circumstances existing at the time the 
particular request is before it. Moreover, in contrast to 
the attorney-client and intra-governmental privileges, 
which are intended to protect the confidentiality of 
communications and thus are subject to waiver when 
that confidentiality is lost through prior disclosure, the 
exemption for investigatory records is a statutorily- 
created exception from disclosure, the availability of 
which is dependent, not on continued confidentiality, 
but.on whether the specific criteria set forth in the ex- 
emption have been satisfied. 


When special counsel was granted access to the records, 
no further proceedings were under consideration. Cir- 
cumstances have now changed, as there presently exists 
a reasonable likelihood of additional enforcement action. 
This factor clearly satisfies the conditions set forth in 
the exemption and thus the requesting persons are not 
entitled to disclosure as a matter of right. 5/ 


The Commission is, of course, aware that the recent 
amendments to the Freedom of Information Act add- 
ed a provision to 5 U.S.C. §552(b) which requires that 
“[a] ny reasonably segregable portion of a record shall 
be provided to any person requesting such record after 
deletion of the portions which are exempt under this 
subsection.” But as we have previously noted, 6/ the 
legislative history of both the original Act and its 
amendments supports the Commission’s belief that, 
when, as here, there is a concrete prospect for further 
enforcement action based upon the records sought to 
be disclosed, the policy underlying the exemption is 
best served by considering all of the investigatory 
records as exempt. 


Amtel and Laventhol have advised the Commission 
that the records relating to the Stratton investigation 
are wanted in connection with litigation in which they 
are parties. Specifically, there is pending, in New York 
state court, a suit for damages instituted by Amtel, a 
Stratton creditor, against Laventhol relating to 
Stratton’s 1972 financial statements. Amtel, Inc. v. 
Laventhol Krekstein, Horwath & Horwath, \ndex No. 
05218/75 (N.Y. Sup. Ct., N.Y. Cty). In addition, 
Laventhol, together with Stratton and certain of its 
former officers and directors, is a defendant in a pend- 
ing class action brought by a Stratton investor. Marcus 
v. Sprayregen, et al., S.D. N.Y., 73 Civ. 4131 (RLC). 
The Commission has been informed by Amtel that, 
because certain witnesses are unavailable or cannot 

be located, the investigatory records may be the only 
source for information critical to the trial of the state 
court action. Similarly, Laventhol has stated that its 
attempts to obtain certain of the records through in- 
formal requests to its co-defendants in the class action 
have been unsuccessful. 


We have previously noted 7/ that a showing by the 
requesting person of a “particularized need” for the 
documents sought, such as a demonstration of their 
relevance to private litigation, is an important factor 

in considering whether to grant disclosure of exempt 
records in the exercise of our discretion. The Commis- 
sion finds, however, that the aforementioned litigation 
and the prospect that the records, if disclosed to Amtel 
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gnd Laventhol, would then be subject to civil discovery by 
other parties to the litigation or would otherwise be made 

a matter of public record, constitute compelling reasons 

why these records should not be disclosed as a matter of 

the Commission’s discretion. As the legislative history of 

the Act makes clear, the purpose of the investigatory records 
exemption is to prevent interference with the government's 
case which might result from the premature disclosure of the 
contents of the records to possible adversaries in enforce- 
ment proceedings. The policy underlying the exemption 
reflects an understanding that an investigation may be im- 
peded and the government's case harmed through pre- 

mature release of information not possessed by known or 
potential adverse parties. 8/ Here, disclosure to Amtel and 
Laventhol may well undermine the very purposes of the 
exemption since there exists the substantial possibility that 
one or more parties or witnesses in the private litigation are 
potential adversaries in further law enforcement action 

which may be taken. 9/ 


Accordingly, 1T 1S ORDERED that the requests for access 
to the investigatory records relating to the Stratton Group, 
Ltd., be, and it hereby is, DENIED. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The records sought by Amtel are transcripts of testi- 
mony or other statements, if any, given by certain named 
persons in the Stratton investigation, including any docu- 

} ments produced or identified by such persons in connec- 
tion therewith. Similarly, Laventhol has sought access to 
transcripts of testimony, exhibits and other documents 
submitted to the Commission, memoranda of interviews, 
and summaries of factual material compiled during the 
investigation. 


2/ In granting the request, it was understood that special 
counsel was not to disclose the contents of the investiga- 
tory files without approval by the Commission. 


3/ Aconsent permanent injunction was entered against 
the remaining defendant on September 20, 1974. 


4/ See also In the Matter of Request of Stanley L. Kauf- 
man, Freedom of Information Act Release No. 9, 7 SEC 
Docket 97 (June 17, 1975); /n the Matter of Request of 
Project on Corporate Responsibility, Freedom of Informa- 
tion Act Release No. 7, 6 SEC Docket 828 (May 8, 1975); 
In the Matter of Request of |. Walton Bader, Freedom of 
Information Act Release No. 1, 6 SEC Docket 541 (April 
3, 1975). 


5/ Changed circumstances have, on an earlier occasion, 
resulted in our granting a request for access to investiga- 
tory records which had initially been denied. See /n the 
Matter of Request of Jung Ja Malandris, Freedom of In- 
formation Act Release No. 8, 7 SEC Docket 58 (May 29, 
1975). 


6/ In the Matter of Request of |. Walton Bader, Free- 
dom of Information Act Release No. 1, 6 SEC Docket 
541 (April 3, 1975). 






7/ See In the Matter of Request of Jung Ja Malandris, 
Freedom of Information Act Release No. 8, 7 SEC 
Docket 58, n. 2 (May 29, 1975). 


8/ See S. Rep. No. 813, 89th Cong., 1st Sess. 9 (1965); 
120 Cong., Rec. S. 9330 (May 30, 1974) (remarks of 
Sen. Hart); 120 Cong., Rec. S. 9337 (May 30, 1974) 
(letter of Sen. Hart). 


9/ In denying the instant requests, we are not called 
upon to decide, and thus express no opinion, whether 
Amtel or Laventhol can obtain, through civil discovery, 
transcripts of testimony taken or documents submitted 
during the Commission's investigation from the person 
who gave such testimony or provided such documents, 
to the extent that those records are within such person’s 
possession, custody or control. See La Morte v. Mans- 
field, 438 F. 2d 448 (C.A. 2, 1971). in re Four Seasons 
Securities Laws Litigation, 54 F.R.D. 527 (W.D. Okla., 
1972). We note, however, that under Rule 6 of the 
Commission's Rules Relating to Investigations, 17 CFR 
203.6, the Commission may for good cause deny a per- 
sons’s request in a nonpublic formal investigation pro- 
ceeding for a copy of a transcript of his testimony or 
for documentary evidence he has submitted. 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 44 
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See Securities Exchange Act Release No. 11557/ 
July 28, 1975. 
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SECURITIES ACT OF 1933 
Release No. 5598/July 28, 1975 


Admin. Proc. File No. 3-4459 





In the Matter of 
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BENEFICIAL LABS, INC. 
3959 Sally Lane 
Oceanside, New York 


(24 NY-7399) 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION A EXEMPTION 


Beneficial Labs, Inc. (‘issuer’), filed a notification and 
offering circular with the Commission for the purpose 
of obtaining an exemption from the registration require- 
ments of the Securities Act, pursuant to Section 3(b) 
thereof and Regulation A thereunder, with respect to a 
public offering of 100,000 units at $2.25 per unit. Each 
unit consisted of one share of Beneficial’s common 
stock and a warrant to purchase an additional share. 


The Commission issued an order temporarily suspend- 
ing the exemption. And the issuer thereafter submitted 
a stipulation and consent. Solely for purposes of these 
proceedings, and without admitting or denying the alle- 
gations in the temporary suspension order, Beneficial 
consents to findings as alleged in that order and to entry 
of an order permanently suspending the exemption. 


On the basis of Beneficial’s consent, it is found that: 


1. The notification and offering circular were materially 
misleading in that they failed to state accurately the 
terms of the offering and plan of distribution, and falsely 
represented that all subscribers’ funds would be deposited 
in a special bank account. 


2. Beneficial’s Form 2-A report to the Commission mis- 
represented the number of shares that had been sold and 
failed to indicate that the distribution was continuing 
after the reported termination date of the offering. 


3. The offering was made in violation of Section 17(a) 
of the Securities Act. 


In view of the foregoing, it is appropriate to enter an 
order permanently suspending the exemption under 
Regulation A. 


Accordingly, IT IS ORDERED, pursuant to Rule 261 
of Regualtion A under the Securities Act, that the 
exemption from registration with respect to the above 
public offering by Beneficial Labs, Inc. be, and it here- 
by is, permanentty suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5599/July 29, 1975 


Admin. Proc. File No. 3-4296 
In the Matter of 


KIDSTUF, INC. 
341 North Maple Drive 
Beverly Hills, California 


(24SF-3934) 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION A EXEMPTION 


Kidstuf, Inc. (“issuer’’) filed with the Commission a 
notification and offering circular for the purpose of ob- 
taining an exemption from the registration requirements 
of the Securities Act, pursuant to Section 3(b) thereof 
and Regulation A thereunder, with respect to a public 
offering of 100,000 shares of its common stock at $5 
per share. 


The Commission thereafter entered an order temporarily 
suspending the exemption. The order alleged that: 


1. The notification and offering circular failed to dis- 
close (a) that unregistered shares of the issuer had been 
offered to shareholders of another company in connec- 
tion with, but prior to, the proposed Regulation A fil- 
ing; and (b) the current occupation of the issuer’s presi- 
dent. 


2. The offering, if made, would be in violation of Sec- 
tion 17 of the Securities Act. 


The temporary order stated that if no hearing were 
requested within 30 days on the issue of whether the 
suspension should be vacated or made permanent, 

and if none were ordered by the Commission, the tem- 
porary order would become permanent. The issuer and 
certain of its officers requested a hearing. Subsequent- 
ly, however, they withdrew their requests and consent- 
ed to a permanent suspension. 


In view of the foregoing, it is appropriate to enter an 
order permanently suspending the exemption. 


Accordingly, IT IS ORDERED, pursuant to Rule 261 
of Regulation A under the Securities Act, that the ex- 
emption from registration with respect to the above 
public offering by Kidstuf, Inc. be, and it hereby is, 
permanently suspended. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 























SECURITIES ACT OF 1933 
Release No. 5600/July 29, 1975 


Admin. Proc. File No. 3-3770 
In the Matter of 


ENVIRONMENTAL DEVICES, INC. 
710 Delaware Street 
Berkeley, California 


(24 SF-3776) 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION A EXEMPTION 


Environmental Devices, Inc. (“issuer”) filed a notifica- 
tion and offering circular with the Commission for the 
purpose of obtaining an exemption from the registration 
requirements of the Securities Act, pursuant to Section 
3(b) of that statute and Regulation A thereunder, with 
respect to a public offering of 100,000 shares of its com- 
mon stock at $5 per share. 


The Commission's order temporarily suspending the ex- 
emption alleged that: 


1. The terms and conditions of Regulation A had not 
been complied with in that the Regulation A ceiling set 
forth in Rule 254 under the Securities Act had been ex- 
ceeded. The underwriter and certain of its registered re- 
presentatives required purchasers of shares of the offer- 
ing to buy a similar amount of the issuer’s shares in the 
after-market at prices in excess of the public offering 
price. 


2. The notification and offering circular failed to dis- 
close that the offering of shares would be contingent 
upon compulsory purchases of a like amount of shares in 
the after-market. 


3. The offering was made in violation of Section 17 of 
the Securities Act. 


The temporary suspension order stated that if no hearing 
were requested within 30 days on the issue of whether 
the suspension should be vacated or made permanent, 
and if none were ordered by the Commission, the tem- 
porary order would become permanent. The issuer and 
the underwriter requested a hearing. Subsequently, 
however, they withdrew their requests. 


In view of the foregoing, it is appropriate to enter an 
order permanently suspending the exemption. 


Accordingly, 1T iS ORDERED, pursuant to Rule 261 
of Regulation A under the Securities Act, that the ex- 
emption from registration with respect to the above 
public offering of Environmental Devices, Inc., be, and 
it hereby is, permanently suspended. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5601/July 31, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11562/July 31, 1975 


NOTICE OF PROPOSED AMENDMENTS OF REGU- 
LATION S-X AND OF CERTAIN FILING FORMS 
WITH RESPECT TO ACCOUNTING AND REPORT- 
ING REQUIREMENTS FOR COMPANIES IN THE 
DEVELOPMENT STAGE (File No. S7-574) 


The Commission hereby proposes to amend Article 5A 
and certain rules of Regulation S-X which specify the 
requirements for the form and content of the financial 
statements and schedules to be included in registration 
statements and periodic reports filed with the Commis- 
sion by certain commercial, industrial and mining com- 
Panies in the promotional, exploratory or other stages 
of development; to amend instructions in various regis- 
tration and reporting forms regarding the applicability of 
Article 5A requirements to the financial statements to 
be included in those forms filed by the development 
stage companies; and to amend other references to 
Article 5A in forms and rules. 


Article 5A contains specialized requirements for the 
financial statements of development stage companies 
meeting specified standards, and they differ in several 
significant respects from the requirements for financial 
statements in Regulation S-X which are applicable to 
companies which are noi in a development stage, par- 
ticularly for balance sheets and income statements 
(Article 5), statements of other stockholders’ equity 
(Article 11), and statements of source and application 

of funds (Article 11A). When these specialized require- 
ments for the form and content of the financial state- 
ments of certain companies in the development stage 
were adopted by the Commission, there were no authori- 
tative statements of the accounting profession regarding 
the appropriate accounting and financial reporting direct- 
ly applicable to such companies. In June 1975 the Finan- 
cail Accounting Standards Board (FASB) issued State- 
ment of Financial Accounting Standards No. 7, ““Account- 
ing and Reporting by Development Stage Enterprises,” 
which specifies in summary that financial statements 
issued by a development stage enterprise shall conform 
to generally accepted accounting principles applicable 

to established operating enterprises, and that certain 
additional information shall be disclosed in the financial 
statements. This FASB Statement relates to all of the 
types of companies to which Article 5A and the related 
rules in Regulation S-X are applicable, as well as to other 
development stage companies which did not meet the 
standards for utilization of the Article 5A requirements. 
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The Commission stated, in Accounting Series Release No. 
150, that the pronouncements of the FASB will be con- 
sidered to constitute substantial authoritative support for 
accounting and reporting procedures and practices used in 
preparing financial statements filed with the Commission. 
Therefore, the Commission believes it should revise its re- 
quirements for the presentation of financial statements by 
development stage companies in filings with the Commis- 
sion to conform them to the requirements in the FASB 
Statement. 


Specifically, Article 5A in Regulation S-X would be re- 
vised to eliminate the specialized financial statement 
requirements for all companies to which Article 5A is now 
applicable and to require the furnishing of the additional 
information specified in FASB Statement No. 7 in the fi- 
nancial statements included in registration statements and 
periodic reports filed by all companies in the development 
stage. All other rules and instructions in Regulation S-X 
relating to the current Article 5A requirements would 

also be eliminated. The instructions as to financial state- 
ments applicable to the development stage companies in 
Forms S-2, $3, 1-A, 10 and 10-K would be amended to 
conform the requirements for the form and content of 
financial statements to those prescribed for established 
operating companies in Articles 5, 11 and 11A of Regula- 
tion S-X. General Instruction H in Form 10-O and Rules 
13a-13 and 15d-13 under the Exchange Act which con- 
tain references to Article 5A would be revised. 


Form $-1 is the general form used for registration of 
securities under the Securities Act; Form S-2 is used by 
commercial and industrial companies in the develop- 
ment stage and Form $3 is used by mining companies 
in the development stage for registration of equity se- 
curities for sale for cash under the Securities Act; Form 
1-A is used for filing the notification and offering cir- 
cular for securities pursuant to Regulation A under 

the Securities Act; Form 10 is the general form used 
for registration of securities under the Exchange Act; 
Form 10-K is used for annual reports and Form 10-0 
is used for quarterly reports pursuant to the Exchange 
Act. 


The text of the proposed amendments of the rules, 
regulations and filing forms is attached hereto. 


The proposed amendments would be adopted pursuant 
to authority in Sections 6, 7, 8, 10 and 19(a) of the 
Securities Act of 1933; and Sections 12, 13, 15(d) and 
23(a) of the Securities Exchange Act of 1934. 


The amendments are proposed to be effective for fi- 
nancial statements for fiscal periods beginning on or 
after December 26, 1975, and earlier application would 
be encouraged. All interested persons are invited to sub- 
mit written comments on the proposals on or before 
September 15, 1975. The communications should be 
addressed to the Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549, and should be 
referenced to File No. S7-574. All comments will be 
available for public inspection. 


By the Commission. 


458/SEC DOCKET 


George A. Fitzsimmons 
Secretary 


1. REGULATION S-X 


Various rules, instructions and articles of Regulation 
S-X would be revised or revoked, as follows: Aule 
4.09. (Would be revoked.) 


Rule 5-01. Application of Article 5. 
(a) * 7. o 


(1) Commercial, industrial and mining companies 
in the promotional, exploratory or development 
stage (see Article 5A). (Would be revoked.) 


(a)(2), (3), (4), (5), (6), (7), (8), (9) (Would be 
renumbered as (a)(1), (2), (3), (4), (5), (6), (7), 
(8), respectively.) 


ARTICLE 5A (The present title and Rules 5A-01, 
5A-02, 5A-03, 5A-04, 5A-05, 5A-06 and 5A-07 would 
be revoked and a new title and Rules 5A-01 and 5A-02 
would be adopted to read as follows.) 


ARTICLE 5A. COMPANIES IN THE DEVELOPMENT 
STAGE 


Rule 5A-01. Application of Article 5A. 


(a) This article shall be applicable to the financial 
statements in registration statements and periodic 
reports filed by companies in the development stage. 


(b) For purposes of this rule, a company shall be 
considered to be in the development stage if it is 
devoting substantially all of its efforts to establishing 
a new business and either of the following conditions 
exists: 


(1) Planned principal operations have not commenced. 


(2) Planned principal operations have commenced, but 
there has been no significant revenue therefrom. 


Rules 5A-02. Additional Information Required to be 
Included in Financial Statements Filed by Companies 
in the Development Stage. 


(a) Financial statements included in a registration 
statement or periodic report filed by a company in the 
development stage shall include additional information, 
as follows: 


(1) In a balance sheet, include any cumulative net 
losses reported with a descriptive caption such as 
“deficit accumulated during the development stage” 
in the stockholders’ equity section. 
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(2) In an income statement show amounts of revenue 
and expenses for each period covered by the income 
statement and, in addition, cumulative amounts from 
the 1/ enterprise’s inception. 


(3) In a statement of source and application of funds 
or changes in financial position, show the sources and 
uses of financial resources for each period for which 
an income statement is presented and, in addition, 
cumulative amounts from the enterprise’s inception. 


(4) In a statement of stockholders’ equity, show from 
the enterprise’s inception: 2/ 


(i) For each issuance, the date and number of shares 
of stock, warrants, rights, or other equity securities 
issued for cash and for other consideration. 


(ii) For each issuance, the dollar amounts (per share 
or other equity unit and in total) assigned to the con- 
sideration received for shares of stock, warrants, rights, 
or other equity securities. Dollar amounts shall be 
assigned to any noncash consideration received. 


(iii) For each issuance involving noncash considera- 
tion, the nature of the noncash consideration and the 
basis for assigning amounts. 


(b) The financial statements shall be identified as 
those of a development stage enterprise and shall 
include a description of the nature of the development 
stage activities in which the enterprise is engaged. 


(c) The financial statements for the first fiscal year in 
which an enterprise is no longer considered to be in the 
development stage shall disclose that in prior years it 
had been in the development stage. If financial state- 
ments for prior years are presented for comparative 
purposes, the cumulative amounts and other addition- 
al disclosures required by paragraphs (a) and (b) need 
not be shown. 


Rule 12-01. Application of Article 12. 
This article prescribes the form and content of the 
schedules required by Rules 5-04 [5A-07] , 6-10, 


6-13, 6-24, 6-34, 7-06, 7A-06 and 9-04. (Rule 5A-07 
would be deleted from the list of cited rules.) 


o * _ * * 
Rule 12-06. Property, Plant and Equipment. 
Instructions 1 and 2(a),, (b)* * * 
Instruction 2(c) (Would be revoked.) 


* *+ *£ & # 


Rule 12-06A. Unrecovered Cost Incurred in the Pro- 
motional, Exploratory, and Development Stage. 
(This rule would be revoked.) 


Rule 12-07. Accumulated Depreciation, Depletion and 
Amortization of Property, Plant and Equipment. 


* *# # 


Instruction 1(a) 


Instruction 1(b) (Would be revoked.) 


il. FORM S-2 


Item 13, Financial Statements, would be revised and 
expanded to include instructions as to financial state- 
ments, as given below: 


Item 13. Financial Statements. 


1. Include in the prospectus all financial statements 
called for by the Instructions as to Financial State- 
ments. All schedules to balance sheets and income 
statements may be omitted from the prospectus, ex- 
cept those prepared in accordance with Rule 12-16 
of Regulation S-X which are applicable to income 
statements included in the prospectus. 


2. instructions as to Financial Statements.—The 
balance sheet and statements of income and source 
and application of funds required to be filed as a 

part of the registration statement are prescribed 

below. Regulation S-X governs the examination 

and the form and content of such financial statements 
and prescribes the statements of retained earnings and 
other stockholders’ equity and the schedules to be filed. 
All financial statements required to be filed shall be 
audited. Attention is directed to Rule 411(b) regarding 
incorporation by reference of financial statements and 
to Section 10(a)(3) of the Act and Release No. 4936 
regarding updating the financial statements in specified 
circumstances. 


a. Balance Sheet. 


The registrant shall file a balance sheet as of a date 
within 90 days prior to the date of filing the registra- 
tion statement. 


b. Statements of Income and Source and Application 
of Funds. 


The registrant shall file statements of income and source 
and application of funds for each of the last three fiscal 
years, or for the life of the registrant, if less, and for the 
interim period, if any, between the end of the most re- 
cent of such fiscal years and the date of the balance 
sheet specified in (a) above. 


c. Reorganization of Registrant. 
(1) If, during the period for which its income statements 
are required, the registrant has emerged from a reorgani- 


zation in which substantial changes occurred in its asset, 
liability, capital shares, other stockholders’ equity or 


SEC DOCKET/459 








reserve accounts, a brief explanation of such changes 
shall be set forth in a note or supporting schedule to 
the balance sheet filed. 


(2) If the registrant is about to emerge from such a 
reorganization, there shall be filed, in addition to the 
balance sheet of the registrant otherwise required, a 
balance sheet giving effect to the plan of reorganiza- 
tion. These balance sheets shall be set forth in such 
form, preferably columnar, as will show in related man- 
ner the balance sheet of the registrant prior to the re- 
organization, the changes to be effected in the reorgan- 
ization and the balance sheet of the registrant after giv- 
ing effect to the plan of reorganization. By a footnote 
or otherwise a brief explanation of the changes shall be 
given. 


d. Filing of Other Financial Statements in Certain 
Cases. 


(1) The Commission may, upon the informal written 
request of the registrant and where consistent with the 
protection of investors, permit the omission of one or 
more of the financial statements herein required or 
the filing in substitution therefor of appropriate state- 
ments of comparable character. The Commission may 
also by informal written notice require the filing of 
other financial statements in addition to, or in substi- 
tution for, the statements herein required in any case 
where such statements are necessary or appropriate 
for an adequate presentation of the financial condi- 
tion of any person whose financial statements are re- 
quired or whose statements are otherwise necessary 
for the protection of investors. 


ill. FORMS3 


Item 12, Financial Statements, would be revised and 
expanded to include instructions as to financial state- 
ments, as given below: 


Item 12. Financial Statements. 


1. Include in the prospectus all financial statements 
called for by the Instructions as to Financial State- 
ments. All schedules to balance sheets and income 
statements may be omitted from the prospectus, except 
those prepared in accordance with Rule 12-16 of Regu- 
lation S-X which are applicable to income statements 
included in the prospectus. 


2. Instructions as to Financial Statements.—The bal- 
ance sheet and statements of income and source and 
application of funds required to be filed as a part of 
the registration statement are prescribed below. Regu- 
lation S-X governs the examination and the form and 
content of such financial statements and prescribes the 
statements of retained earnings and other stockholders’ 
equity and the schedules to be filed. All financial state- 
ments required to be filed shall be audited. Attention 
is directed to Rule 411(b) regarding incorporation by 
reference of financial statements and to Section 10(a) 
(3) of the Act and Release No. 4936 regarding updating 
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the financial statements in specified circumstances. 


a. Balance Sheet. 


The registrant shall file a balance sheet as of a date within 


90 days prior to the date of filing the registration state- 
ment. 


b. Statements of Income and Source and Application 
of Funds. 


The registrant shall file statements of income and 
source and application of funds for each of the last 
three fiscal years, or for the life of the registrant, if 
less, and for the interim period, if any, between the 
end of the most recent of such fiscal years and the 
date of the balance sheet specified in (a) above. 


c. Reorganization of Registrant. 


(1) If, during the period fro which its income state- 
ments are required, the registrant has emerged from 

a reorganization in which substantial changes occurred 
in its asset, liability, capital shares, other stockholders’ 
equity or reserve accounts, a brief explanation of such 
changes shall be set forth in a note or supporting 
schedule to the balance sheet filed. 


(2) If the registrant is about to emerge from such a 
reorganization, there shall be filed, in addition to the 
balance sheet of the registrant otherwise required, a 
balance sheet giving effect to the plan of reorganiza- 
tion. These balance sheets shall be set forth in such 
form, preferably columnar, as will show in related 
manner the balance sheet of the registrant prior to 
the reorganization, the changes to be effected in the 
reorganization and the balance sheet of the registrant 
after giving effect to the plan of reorganization. By a 
footnote or otherwise a brief explanation of the 
changes shall be given. 


d. Filing of Other Financial Statements in Certain 
Cases. 


(1) The Commission may, upon the informal written 
request of the registrant and where consistent with 
the protection of investors, permit the omission of 
one or more of the financial statements herein required 
or the filing in substitution therefor of appropriate 
statements of comparable character. The Commission 
may also by informal written notice require the filing 
of other financial statements in addition to, or in sub- 
stitution for, the statements herein required in any 
case where such statements are necessary or appropri- 
ate for an adequate presentation of the financial con- 
dition of any person whose financial statements are 
required or whose statements are otherwise necessary 
for the protection of investors. 


IV. FORM 1-A 


Paragraphs (a) and (b) of Item 11 of Schedule | of 
Form 1-A under Regulation A would be revised to 
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read as follows: 


SCHEDULE | — INFORMATION TO BE INCLUDED IN 
THE OFFERING CIRCULAR REQUIRED BY RULE 256 


eS me Oe. 


* *# # 


Item 11. 


(a) A balance sheet shall be furnished as of a date within 
90 days prior to the filing of the notification, or such 
longer period of time, not exceeding six months, as the 
Commission may permit at the written request of the 
issuer upon a showing of good cause therefor. 


(b) Statements of income, statements of source and 
application of funds, and statements of other stock- 
holders’ equity shall be furnished for each of at least 
two full fiscal years prior to the date of the statement 
furnished pursuant to paragraph (a) above, and for the 
period, if any, between the close of the last full fiscal 
year and the date of such statements, or for the period 
of the issuer’s existence if less than the period speci- 
fied above. 


V. FORM 10 
INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


Introductory paragraphs and instructions 1 through 
13. * . * 


14. Registrant not in the Production Stage. (This 
instruction would be revoked and the number reserved.) 


Vi. FORM 10-K 
INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


Introductory paragraphs and instructions 1 through 
. 2-2 @ 


8. Registrants not in the Production Stage. (This 
instruction would be revoked and the number reserved.) 


* *# *£ * # 


Vil. FORM 10-0 


Instruction H(a) of the general instructions for the 
form would be revised to read as follows: 


H. Presentation of Financial Statements. 


(a) The summarized financial information called for 
by Part A below shall be furnished in the compara- 
tive columnar form, in the manner indicated, subject 
to appropriate variations to conform to the nature 

of the business, for (1) the interim period between 

the end of the last fiscal year and the end of the latest 





fiscal quarter, and (2) the corresponding period of the 
preceding fiscal year. Additional captions may be used 
where appropriate. [Where a company is in the promo- 
tional or development stage to which paragraph (b) of 
Rule 5A-01 of Article 5A of Regulation S-X is appli- 
cable, the information specified in Rules 5A-02 and 
5A-06 of Regulation S-X shall be furnished for the 
above periods in lieu of the information called for by 
Parts A and B below.] (Bracketed material would be 
revoked.) 


Vill. RULES UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


Rules 13a-13 and 15d-13 would be revised as given 
below: 


Rule 13a-13. Quarterly reports on Form 10-Q. 
( a) * * * 


(b) Quarterly reports on Form 10-O need not be filed 
by the following issuers: 


(1), (2), (3), (4) * * * 


(5) [Companies in the promotional or development 
stage to which paragrath (c) of Rule 5A-01 of Regula- 
tion S-X is applicable.] (Bracketed sentence would be 
revoked.) Mining companies not in the production 
stage but engaged primarily in the exploration for or 
the development of mineral deposits other than oil, 
gas or coal, if all the following conditions are met: 


(a) The registrant has not been in production during 
the current fiscal year or the two years immediately 
prior thereto; except that being in production for an 
aggregate period of no more than eight months over 
the three-year period shall not be a violation of this 
condition. 


(b) Receipts from the sale of mineral products or 
from the operations of mineral producing properties 
by the registrant and its subsidiaries combined have 
not exceeded $500,000 in any of the most recent six 
years and have not aggregated more than $1,500,000 
in the most recent six fiscal years. 


= * o -_ o 
Rule 15d-13. Quarterly reports on Form 10-Q. 
( a) _ * * 


(b) Quarterly reports on Form 10-O need not be 
filed by the following issuers: 


(1), (2), (3), 44) * * * 
(5) [Companies in the promotional or development 


stage to which paragraph (c) of Rule 5A-01 of Regu- 
lation S-X is applicable.] (Bracketed sentence would 
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be revoked.) Mining companies not in the production 
stage but engaged primarily in the exploration for or 
the development of mineral deposits other than oil, 
gas or coal, if all the following conditions are met: 


(a) The registrant has not been in production during 
the current fiscal year or the two years immediately 
prior thereto; except that being in production for an 
aggregate period of no more than eight months over 
the three-year period shall not be a violation of this 
condition. 


(b) Receipts from the sale of mineral products or 
from the operations of mineral producing properties 
by the registrant and its subsidiaries combined have 
not exceeded $500,000 in any of the most recent six 
years and have not aggregated more than $1,500,000 
in the most recent six fiscal years. 


2 2 8 @ *» 


1/ For a dormant enterprise that is reactivated to 
undertake development stage activities, the disclosure 
of cumulative amounts required by this paragraph 
shall be from inception of the development stage. 


2/ Separate issuances of equity securities within the 
same fiscal year for the same type of consideration 
and for the same amount per equity unit may be 
combined in the statement of stockholders’ equity. 
Appropriate modification of the statement of stock- 
holders’ equity may be required for (a) a combined 
group of companies that, as a whole, is considered 

to be in the development stage and (b) an unincorpor- 
ated development stage enterprise. 





SECURITIES ACT OF 1933 
Release No. 5602/July 31, 1975 


Admin. Proc. File No. 3-4587 
In the Matter of 


THE ALL AMERICAN BURGER, INC. 
11546 North Western Avenue 
Los Angeles, California 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these Regulation A proceedings under the Securities 
Act, no petition for review of the administrative law 
judge’s initial decision has been filed. The time for 
filing a petition has expired, and the Commission has 
not determined to review the decision on its own initia- 
tive. 


Accordingly, notice is hereby given, pursuant to Rule 


17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
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respect to The All American Burger, Inc. has become 
the final decision of the Commission. The order in 
that decision permanently suspending The Al! Ameri- 
can Burger, Inc.'s claimed exemption under Regula- 
tion A from the Securities Act’s registration require- 
ments with respect to the proposed public offering of 
its securities described in that decision is hereby de- 
clared effective. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11549/July 25, 1975 


Admin. Proc. File No. 3-4511 
In the Matter of 


WILLIAM A. JANSSEN 
10505 E. Escalante 
Tucson, Arizona 


FINDINGS AND ORDER OF CENSURE 


In these broker-dealer proceedings under the Securities 
Exchange Act, William A. Janssen, secretary-treasurer 


of L. G. Victors Gold & Co., formerly a registered broker- 


dealer, 1/ has submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of these and any other proceedings brought by 
the Commission under Sections 15(b) and 15A of the 
Exchange Act, and without admitting or denying the 
allegations in the order for proceedings, respondent 
consents to certain findings of misconduct and to the im- 
position of censure. 


On the basis of respondent's offer of settlement, it is 
found that: 


1. During the period from about May 1 to October 1, 
1971, respondent willfully violated Sections 5(a) and 
5(c) of the Securities Act in that he offered, sold, and 
delivered after sale securities of Techni-Culture, Inc. 
(“TC”) and Techni-Culture of Arizona, Inc. when no 
registration statements under that Act had been filed 
or were in effect as to such securities. 


2. During the same period, respondent willfully vio- 
lated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder 


























in the offer and sale of TC securities. 


3. During the same period, respondent willfully aided 
and abetted violations of Section 17(a) of the Exchange 
Act and Rule 17a-3 thereunder in that false entries were 
made in a broker-dealer’s books and records with respect 
to transactions in TC stock. 


in view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that William A. Janssen 
be, and he hereby is, censured. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The firm’s broker-dealer registration was revoked 
in these proceedings pursuant to its consent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11550/July 25, 1975 


Admin. Proc. File No. 3-4534 


In the Matter of 


FIDELITY PLAN, INC. 
1350 Pine Avenue 
East Point, Georgia 


(816023) 


DANIEL G. GUNTER 
CLAUDE L. DOWNS 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Fidelity Plan, Inc. (“registrant”), a regis- 
tered broker-dealer, Daniel G. Gunter, its president, and 
Claude L. Downs, vice-president, have submitted an offer 
of settlement which the Commission has determined to 
accept. Solely for the purpose of this and any other ad- 
ministrative proceeding or civil action based on the facts 
giving rise to the allegations in the order for proceedings 
herein, and without admitting or denying those allega- 
tions, respondents consent to findings of violations as 
alleged in that order and to the imposition of certain 
sanctions. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 


1. During the period from about May 7, 1969 to Sep- 


tember 28, 1973, respondents willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in that, in the 
offer and sale of various church bonds, they represented 
to customers that they were buying first mortgage bonds 
without disclosing that the bonds would not be entitled 
to such a lien if the sales proceeds of registrant's offer- 
ing on a best efforts basis were insufficient to retire ex- 
isting mortgage indebtedness; and failed to disclose that 
Institutional Finance Corporation (“IFC”), an affiliate 
of registrant, had complete control over funds received 
from bond sales and could invest them without restric- 
tion; that IFC would commingle sales proceeds with 
those of bonds sold for other churches; that IFC re- 
tained for its own use and benefit the profits from in- 
vestments made with custodial funds; that IFC received 
interest from the various churches on unsold bonds; and 
that IFC made substantial loans of funds received from 
bond sales to respondents and to other churches whose 
bonds had not yet been sold. 


2. During the period from about January 15 to Septem- 
ber 28, 1973, registrant, willfully aided and abetted by 
Gunter and Downs, willfully violated Section 15(c)(3) 

of the Exchange Act and Rule 15c3-3 thereunder by 
effecting securities transactions without maintaining a 
special reserve bank account for the benefit of customers. 


3. During the period from about December 9, 1970 to 
September 28, 1973: 


a. Registrant, willfully aided and abetted by Gunter 

and Downs, willfully violated Section 7(c)(1) of the 
Exchange Act and Regulation T promulgated thereunder 
by the Board of Governors of the Federal Reserve Sys- 
tem by improperly arranging for the extension of credit 
to customers. 


b. Respondents willfully aided and abetted violations 
of Section 15(a)(1) of the Exchange Act in that IFC 
engaged in business as a broker and dealer without being 
registered as required. 


c. Respondents willfully aided and abetted violations 
of Section 11(d) of the Exchange Act in that IFC ex- 
tended credit to customers on securities which were 
part of a new issue in the distribution of which IFC 

had participated as a member of the selling group within 
30 days prior to such transactions. 


d. Registrant, willfully aided and abetted by Gunter 
and Downs, willfully violated Section 15(c)(1) of the 
Exchange Act and Rule 15c1-4 thereunder by effect- 
ing securities transactions without giving customers, 

at or before the completion of each transaction, written 
notice correctly disclosing the capacity in which it was 
acting. 


e. Registrant, willfully aided and abetted by Gunter 
and Downs, willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-3 thereunder by failing to 
make accurately and keep current certain books and 
records. 
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The offer of settlement provides that registrant's 
broker-dealer registration may be revoked, and that 
Gunter and Downs may be suspended from any asso- 
ciation with a broker or dealer for 12 months, and 
barred from any such association in a supervisory 
capacity with the right to apply to become so asso- 
ciated after 12 months. During the period of their 
suspension, Gunter and Downs undertake not to 
become officers or directors of Omnibus Group, 

Inc., a corporation which has acquired all of regis- 
trant’s outstanding stock, or exercise their right to 
vote their shares in Omnibus for or against any share- 
holder proposal involving or relating in any way to 
any broker or dealer associated with Omnibus. And 
neither Gunter nor Downs will become an officer or 
director of Omnibus thereafter if Omnibus (as dis- 
tinguished from a wholly owned subsidiary or other 
affiliate) becomes registered as a broker or dealer 
while he is barred from association with a broker or 
dealer in a supervisory capacity. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the offer of 
settlement. 


Accordingly, IT IS ORDERED, subject to the under- 
takings set forth above, that the registration as a 
broker and dealer of Fidelity Plan, Inc. be, and it 
hereby is, revoked; and that Daniel G. Gunter and 
Claude L. Downs be, and they hereby are, suspended 
from any association with a broker or dealer for a 
period of 12 months effective August 4, 1975, and 
barred from any such association in a supervisory 
capacity with the proviso that, after 12 months from 
the date hereof, each may apply to become so associ- 
ated. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11551/July 25, 1975 


Admin. Proc. File No. 3-4651 


In the Matter of 

PRUDHOMME INVESTOR SERVICE, INC. 
10210 Sutherland Road 

Silver Spring, Maryland 

(811118) 


ABRAHAM KAPLAN 
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FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Prudhomme Investor Service, Inc. (“re- 
gistrant’’), a registered broker-dealer, and Abraham 
Kaplan, its president, failed to answer the order that 
instituted these proceedings and are therefore in default. 


1/ 
On the basis of that order it is found that: 


1. During the period from about October 10, 1974 to 
April 8, 1975, registrant, willfully aided and abetted by 
Kaplan, willfully violated Section 17(a) of the Exchange 
Act in that it refused to produce any of its books and 
records or consent to an examination by Commission 
representatives. 


2. Registrant, willfully aided and abetted by Kaplan, 
willfully violated Section 17(a) of the Exchange Act 
and Rule 17a-5 thereunder in that, for the years 1972 
and 1973, it failed to file a complete set of unconsoli- 
dated financial statements and a supplemental report 
and certification of an independent public accountant 
on the status of its membership in the Securities Invest- 
or Protection Corporation. 


3. Registrant, willfully aided and abetted by Kaplan, 
willfully violated Section 15(b) of the Exchange Act and 
Rule 15b3-1 thereunder in that, from about January 1972 


to April 1975, it failed to amend its application for broker- 


dealer registration to reflect a change in its officers and 
directors, Kaplan’s principal occupation, its suspension 
from membership in the National Association of Securi- 
ties Dealers, Inc. and its expansion of operations beyond 
that of a mutual fund retailer. 


In view of the foregoing, it is in the public interest to re- 
voke registrant's broker-dealer registration and to bar 
Kaplan from association with any broker-dealer. 


Accordingly, IT IS ORDERED that the registration as a 
broker and dealer of Prudhomme Investor Service, Inc. 
be, and it hereby is, revoked; and it is further 


ORDERED that Abraham Kaplan be, and he hereby is, 
barred from being associated with any broker or dealer. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in that order may be deemed 
true as to a defaulting respondent. 




















SECURITIES EXCHANGE ACT OF 1934 
Release No. 11552/July 25, 1975 


Admin. Proc. File No. 3-4615 
In the Matter of 


JAMES RICHARD READ 
4420 Hedgethorn Court 
Burton, Michigan 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


These are proceedings under the Securities Exchange Act 
with respect to James Richard Read, formerly a salesman 
for a registered broker-dealer. Solely for the purpose of 
these or any other proceedings under specified provisions 

of the Exchange and Investment Advisers Acts, and with- 
out admitting or denying the allegations in the order for 
proceedings, respondent consents to findings of misconduct 
as alleged in that order and to the imposition of a specified 
sanction. 


On the basis of the order for proceedings and respondent's 
consent, it is found that, during the period from about 
March 21 to December 21, 1973, Read willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder. Read con- 
tacted customers who had purchased in bearer form bonds 
and debentures issued by various political subdivisions of 
the State of Michigan. He told the customers that their 
securities would be safer if they were registered in their 
individual names and that, if they brought the securities 
in, he would register them. In fact, Read took the:securi- 
ties to a bank and pledged them as collateral for personal 
loans. He falsely represented to the bank that the securi- 
ties were his, and concealed his activities from his em- 
ployer. 


In view of the foregoing, it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that James Richard Read 
be, and he hereby is, barred from being associated with 
any broker-dealer or investment company. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11553/July 25, 1975 


Admin. Proc. File No. 3-4703 


In the Matter of 


McLAUGHLIN & STERN, BALLEN AND MILLER 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


On May 11, 1973, the Commission filed a civil injunctive 
action entitled Securities and Exchange Commission v. 
Allegheny Beverage Corporation, et al. (Civil Action No. 
932-73) against twenty-five defendants in the United 
States District Court for the District of Columbia alleging 
various violations of the Federal securities laws in connec- 
tion with, inter alia, a closing on a $25 million registered 
public offering of debentures by Valu Vend Credit Cor- 
poration. */ The registration statement represented that 
the offering would be made ona “‘best efforts all or 
none” basis as to the first $10 million in debentures and 
on a “best efforts” basis as to the remainder. In essence, 
the Complaint charged that the closing was a sham, and 
that Allegheny Beverage Corporation, the parent of the 
issuer Valu Vend Credit Corporation, arranged and finan- 
ced the purchase of approximately $9.5 million of the de- 
bentures through various devices to create the false appear- 
ance that the minimum of $10 million of debentures had 
been sold. The Complaint charged specifically that at the 
closing, three purchasers, two of which were dummy cor- 
poration, acquired $9,475,000 in debentures; that the 
acquisitions were arranged by Allegheny Beverage Cor- 
poration; and that the acquisitions were accomplished 
through a circular exchange of checks without funds suf- 
ficient to cover such checks. 


McLaughlin & Stern, Ballen and Miller (“MSBM”), a 
New York law firm, was a defendant in the injunctive 
action. MSBM served as counsel to the underwriter of 
the offering, and one of its associates attended the 
closing and acted on behalf of the firm in connection 
with such representation. The Commission finds that 
while MSBM made certain inquiries of representatives 
of the issuer in its role as counsel to the underwriter, in 
light of the unusual nature of the closing its associate 
should have conducted a more detailed inquiry at the 
closing, and had he done so, it is believed that the sham 
nature of the closing would have come to light. The 
Commission finds that MSBM failed adequately to 
supervise its associate in connection with the closing. 


In a Stipulation and Administrative Undertaking, 
MSBM, without admitting or denying the Commis- 
sion’s findings and solely for the purpose of settlement 
of this proceeding, has consented to the entry of an 
Order embodying the provisions hereinafter set forth. 
The Commission has considered the fact that MSBM, 
a seventy-seven year old law firm, has not previously 
been subject to disciplinary or enforcement proceed- 
ings instituted by the Commission or otherwise; that 
in connection with the Valu Vend Credit Corporation 
debenture offering MSBM acted solely in the capacity 
of outside legal counsel to the underwriter of the 
offering; that no partner or associate of MSBM owned 
or traded in the securities, or served as an officer, 


*/ See SEC Litigation Release No. 5888 (May 14, 1973). 
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director, or employee, of Valu Vend Credit Corporation 
or any of its affiliates; and that in a rescission offer all 
of the debentures sold to public investors under the re- 
gistration statement were redeemed with premium and 
interest. 


ACCORDINGLY, IT IS HEREBY ORDERED that pro- 
ceedings pursuant to Rule 2(e) of the Commission's 
Rules of Practice be, and they hereby are, instituted 
against MSBM. 


IT iS FURTHER ORDERED that: 


A. MSBM is censured by the Commission for the in- 
adequate inquiry of its associate and for its failure ade- 
quately to supervise him; and 


B. MSBM undertakes to adopt, maintain and comply 
with the supervisory procedures set forth in its Stipu- 
lation and Administrative Undertaking designed to 
strengthen its existing procedures in connection with 
securities matters handled by the firm. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11554/July 28, 1975 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
55 Water Street 
New York, New York 10041 


(SR-4) 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
PURSUANT TO SECTION 19(b)(1) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934; ORDER DECLARING 
RULE CHANGES EFFECTIVE SUMMARILY 


NOTICE IS HEREBY GIVEN that the New York Stock 
Exchange, Inc. (the ‘““NYSE”’) has filed, pursuant to 
Section 19(b) of the Securities Exchange Act, as amend- 
ed, amendments (the ““Amendments”’) to the Rules of The 
Depository Trust Company (“DTC”). 


1. The Amendments 


The Amendments have been filed in connection with 
Amendments to the certificate of incorporation, by-laws 
and rules of the American Stock Exchange Clearing Cor- 
poration (“ASECC”), ordered to be put in effect con- 
temporaneously with the Amendments, providing for 
implementation by ASECC of a continuous net settie- 
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ment (“CNS”) system which will involve settlement 
of transactions in certain American Stock Exchange-listed 
issues through the facilities of DTC. 


The Amendments consist of additions to DTC’s Rules 1, 
4, 6 and 9, to provide for the allocation of certain DTC 
losses among the DTC Participants Fund, the ASECC 
CNS Clearing Fund, and the Stock Clearing Corporation 
(“SCC”) CNS Clearing Fund. The Amendments consti- 
tute an expansion of procedures previously established 
by SCC and DTC, in connection with the implementation 
of SCC’s CNS system, to allocate losses between them. 


2. Solicitation of Comments on the Amendments 


The Commission preliminarily sought comments from 
interested persons on the Amendments by publishing 
notice in the Federal Register that the NYSE filing had 
been received and requesting comments on or before 
August 8, 1975. By today’s notice, the Commission ex- 
tends the comment period. Interested persons are invited 
to submit their views and comments on the Amendments 
to George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549 on or before August 29, 1975. Commun- 
ications should refer to File No. SR-3. The Amendments 
are, and all comments will be, available for public inspec- 
tion at the Public Reference Room of the Commission at 
1100 L Street, N. W., Washington, D. C. 


3. Summary Effectiveness of the Amendments 


The National Clearing Corporation, the Pacific Clearing 
Corporation and SCC currently have fully operational 
continuous netting clearing systems which have increased 
significantly the safety and efficiency of clearing and 
settlement for securities transactions processed through 
the systems. Based on the performance of existing con- 
tinuous netting systems and on its review of the ASECC’s 
CNS system, the Commission has determined that imple- 
mentation of ASECC’s CNS system will increase signifi- 
cantly the safety and efficiency of clearing and settlement 
for securities transactions cleared through ASECC. Imple- 
mentation of ASECC’s CNS system will not proceed until 
these Amendments become effective. Accordingly, it ap- 
pears to the Commission that immediate effectiveness of 
the Amendments is necessary for the protection of invest- 
ors and for the safeguarding of securities and funds. 


IT IS THEREFORE ORDERED, pursuant to Section 19 
(b)(3)(B) of the Act, that the Amendments relating to 
the establishment of loss allocation and book entry re- 
versal mechanisms in connection with the implementa- 
tion of ASECC’s CNS system, filed with the Commission 
on June 26, 1975, be put into effect summarily, effective 
July 25, 1975, until such time as the Commission, pur- 
suant to Section 19(b)(2) of the Act, either approves the 
Amendments or institutes proceedings to determine 
whether such rules should be disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11555/July 28, 1975 


in the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-2) 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
PURSUANT TO SECTION 19(b)(1) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934; ORDER DECLARING 
RULE CHANGES EFFECTIVE SUMMARILY 


NOTICE IS HEREBY GIVEN that the American Stock 
Exchange, Inc. (the ““Amex”’) has filed, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act of 1934, as 
amended, amendments (the ““Amendments”) to the cer- 
tificate of incorporation, by-laws and rules of the Ameri- 
can Stock Exchange Clearing Corporation (““ASECC”). 
The Amendments provide for the implementation of 

a continuous net settlement (“CNS”) system for the 
clearance and settlement of transactions executed on 

the Amex. 


1. The Amendments 


Pursuant to the Amendments, ASECC will clear and 
settle through the CNS system transactions in securities 
issues listed on the Amex and eligible for inclusion in 
the CNS operation and will continue to operate a daily 
balance order (“DBO”) clearing and settlement system 
for transactions in issues not eligible for inclusion in the 
CNS operation. 


Securities settlement in the CNS operation will be made 
through The Depository Trust Company (“DTC”) by 
book entry; all members of ASECC will be required to 
become members of DTC, and issues not eligible for in- 
clusion in DTC will not be eligible for inclusion in the 
CNS operation. Securities settlement in the DBO opera- 
tion may be effected through the envelope system of 
Stock Clearing Corporation (“SCC”), the clearing arm 
of the New York Stock Exchange, Inc. 


Once CNS is fully operational, money settlement for 
transactions cleared through ASECC (including CNS 
transactions for which securities deliveries are made 
through DTC and DBO transactions for which securi- 
ties deliveries are made through SCC’s envelope system) 
will be made through SCC, thereby permitting ASECC- 
SCC dual members to make one payment for ASECC 
and SCC money settlement obligations each day. 


Any losses will be allocated among ASECC, SCC and 
DTC in accordance with a formula included in the 
Amendments and included in amendments to the rules 
of SCC and DTC ordered to be put into effect contem- 
poraneously with the Amendments, and, in certain cir- 


cumstances, DTC will be permitted to reverse book entry 
movements for which payment is required to be made in 
DTC but for which DTC has not been paid. 


Processing in connection with ASECC’s CNS operation 
will be performed by the Securities Industry Automation 
Corporation (“SIAC”), a service entity owned jointly by 
the NYSE and the Amex, which currently performs pro- 
cessing for ASECC’s existing operations and for SCC’s 
operations. 


2. Solicitation of Comments on the Amendments 


The Commission preliminarily sought comments from 
interested persons on the Amendments by publishing 
notice in the Federal Register that the Amex filing had 
been received and requesting comments on or before 
August 8, 1975. By today’s notice, the Commission ex- 
tends the comment period. Interested persons are invited 
to submit their views and comments to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 20549 
on or before August 29, 1975. Communications should 
refer to File No. SR-2. The Amendments are, and all 
comments will be, available for public inspection at the 
Public Reference Room of the Commission at 1100 L 
Street, N. W., Washington, D. C. 


3. Summary Effectiveness of the Proposed ASECC 
Rule Changes 


The National Clearing Corporation, the Pacific Clearing 
Corporation and SCC currently have fully operational con- 
tinuous netting clearing systems which have increased 
significantly the safety and efficiency of clearing and 
settlement for securities transactions processed through 
the systems. Based on the performance of existing con- 
tinuous netting systems and on its review of the ASECC 
CNS system, the Commission has determined that imple- 
mentation of ASECC’s CNS system will increase signifi- 
cantly the safety and efficiency of clearing and settlement 
for securities transactions cleared through ASECC. Accord- 
ingly, it appears to the Commission that immediate imple- 
mentation of the CNS system is necessary for the protec- 
tion of investors and for the safeguarding of securities 

and funds. 


IT iS THEREFORE ORDERED, pursuant to Section 19 
(b)(3)(B) of the Act, that the Amendments relating to 

the implementation of ASECC’s CNS system, filed with 

the Commission on June 2, 1975 be put into effect sum- 
marily, effective July 25, 1975, until such time as the 
Commission, pursuant to Section 19(b)(2) of the Act, 
either approves the Amendments or institutes proceed- 

ings to determine whether such rules should be disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11556/July 28, 1975 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
55 Water Street 
New York, New York 10041 


(SR-3) 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
PURSUANT TO SECTION 19(b)(1) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934; ORDER DECLARING 
RULE CHANGES EFFECTIVE SUMMARILY 


NOTICE IS HEREBY GIVEN that the New York Stock 
Exchange, Inc. (the ““NYSE”) has filed, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act, as amended, 
amendments (the ““Amendments”) to the Rules of Stock 
Clearing Corporation (“SCC”). 


The Amendments have been filed in connection with 
amendments to the certificate of incorporation, by-laws 
and rules fo the American Stock Exchange Clearing Cor- 
poration (““ASECC”), ordered to be put in effect con- 
temporaneously with the Amendments, providing for im- 
plementation by ASECC of a continuous net settlement 
(“CNS”) system which will involve settlement of trans- 
actions in certain American Stock Exchange-listed issues 
through the facilities of The Depository Trust Company 
(“DTC”). 


1. The Amendments 


Except for a minor correction in SCC’s Rule 12, the 
Amendments consist of additions to SCC’s Rule 4, 
Section 4 to provide for the allocation of certain DTC 
losses among the DTC Participants Fund, the ASECC 
CNS Clearing Fund, and the SCC CNS Clearing Fund. 
The Amendments constitute an expansion of procedures 
previously established by SCC and DTC, in connection 
with the implementation of SCC’s CNS system, to allo- 
cate losses between them. 


2. Solicitation of Comments on the Amendments 


The Commission preliminarily sought comments from 
interested persons on the Amendments by publishing notice 
in the Federal Register that the NYSE filing had been re- 
ceived and requesting comments on or before August 8, 
1975. By today’s notice, the Commission extends the 
comment period. Interested persons are invited to submit 
their views and comments on the Amendments to George 
A. Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C. 
20549 on or before August 29, 1975. Communications 
should refer to File No. SR-3. The Amendments are, 

and all comments will be, available for public inspec- 

tion at the Public Reference Room of the Commission 

at 1100 L Street, N. W., Washington, D. C. 
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3. Summary Effectiveness of the Amendments 


The National Clearing Corporation, the Pacific Clearing 
Corporation and SCC currently have fully operational 
continuous netting clearing systems which have increased 
significantly the safety and efficiency of clearing and 
settlement for securities transactions processed through 
the systems. Based on the performance of existing contin- 
uous netting systems and on its review of the ASECC’s 
CNS system, the Commission has determined that im- 
plementation of ASECC’s CNS system will increase sig- 
nificantly the safety and efficiency of clearing and settle- 
ment for securities transactions cleared through ASECC. 
Implementation of ASECC’s CNS system will not pro- 
ceed until these Amendments become effective. Accord- 
ingly, it appears to the Commission that immediate ef- 
fectiveness of the Amendments is necessary for the pro- 
tection of investors and for the safeguarding of securi- 
ties and funds. 





IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(3)(B) of the Act, that the Amendments relating 
to the establishment of loss allocation and book entry 
reversal mechanisms in connection with the implemen- 
tation of ASECC’s CNS system, filed with the Commis- 
sion on June 30, 1975, be put into effect summarily, 
effective July 25, 1975, until such time as the Commis- 
sion, pursuant to Section 19(b)(2) of the Act, either 
approves the Amendments or institutes proceedings to 
determine whether such rules should be disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Release No. 11557/July 28, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 44 


Admin. Proc. File No. 3-4672 
In the Matter of 


HARPER JOHNSON CO., INC. 
New York, New York 


(8-15728) 
WILLIAM L. RICK 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 
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In these broker-dealer proceedings under the Securities 1/ Rule 7(e) of the Commission‘s Rules of Practice pro- 


Exchange and Securities Investor Protection Acts, Harper vides that a party’s failure to file an answer as required 
Johnson Co., Inc. (“registrant’’), a registered broker-deal- shall be deemed a default and that the Commission may, 
er, and William L. Rick, vice-president and a director of in such circumstances, determine the proceedings against 
registrant, have failed to answer the order that instituted such party upon consideration of the order for proceed- 
| these proceedings and are therefore in default. 1/ ings, the allegations of which may be deemed true as to 
such party. 


On the basis of that order, it is therefore found that: 2/ 
2/ The findings herein are not binding on any other re- 
1. During the period from about June 15, 1973 to March spondent named in these proceedings. 
| 29, 1974, registrant willfully violated Section 17(a) of the 
| Securities Act and Section 10b of the Exchange Act and 3/ SEC v. Harper Johnson Co., Inc., 74 Civ. 1574. 


Rule 10b-5 thereunder in connection with the purchase 
and sale of the common stock of World Capital Invest- 4/ Id. 


ment Corp. Registrant effected transactions in such secur- 
ities with or for customers’ accounts without prior author- 
ization from such customers at excessive mark-ups. 








2. During the same period, registrant, willfully aided and 
abetted by Rick, willfully violated Section 17(a) of the 
Exchange Act and Rules 17a-3 and 17a-4 thereunder in 
that it failed to make accurately, keep current and pre- 
serve certain books and records. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11558/July 29, 1975 


Admin. Proc. File No. 3-4334 
3. During the same period, registrant, willfully aided and 
abetted by Rick, willfully violated Section 7(c)(1) of the In the Matter of 
Exchange Act and Regulation T promulgated thereunder 
by the Board of Governors of the Federal Reserve System. 


Registrant improperly arranged for and extended credit EDWARD CURTIN 
to customers and failed promptly to cancel or otherwise 28 Dartmouth Road 
liquidate transactions of customers who had not made full West Orange, New Jersey 


payment within the required seven business days. 
FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
4. As of March 29, 1974, registrant, willfully aided and TION 
abetted by Rick, willfully violated Section 15(c)(3) of 
the Exchange Act and Rule 15c3-1 thereunder in that it 
effected securities transactions when its aggregate in- 
debtedness exceeded 2,000% of its net capital and it did 
not have and maintain net capital of at least $15,000. 


In these broker-dealer proceedings under the Securities 
Exchange Act, Edward Curtin, who was a branch manager 
of Hale Securities Corp., formerly a registered broker-deal- 
er, 1/ has submitted an offer of settlement which the Com- 
mission has determined to accept. Solely for the purpose 
of these and any other proceedings brought by the Com- 
mission under Sections 15(b) and 15A of the Exchange 
Act, and without admitting or denying the allegations in 
the order for proceedings, respondent consents to find- 
ings of misconduct as alleged in that order and to the im- 
position of a specified sanction. 


5. On April 8, 1974, the United States District Court 
for the Southern District of New York permanently 
enjoined registrant, with its consent, from violating the 
net capital provisions. 3/ On the same day, the court 
also appointed a trustee to liquidate registrant under 
the Securities Investor Protection Act, at a time when 
Rick was an officer and director. 4/ 


On the basis of the order for proceedings and the offer of 


In view of the foregoing, it is in the public interest to settlement, it is found that: 2/ 


impose the sanctions below. 


7 1. During the period from about November 1, 1972 to 
Accordingly, IT 1S ORDERED that the broker-dealer July 3, 1973, respondent willfully violated Section 17(a) 
registration of Harper Johnson Co., Inc. be, and it here- of the Securities Act and Section 10(b) of the Exchange 
by is, revoked, and it is further Act and Rule 10b-5 thereunder in that, in the offer and 

: sale of common stock of Proof Lock International, Inc. 
ORDERED that William L. Rick be, and he hereby is, he charged unfair prices and made material misrepresen- 
barred from being associated with any broker or dealer. tations concerning the nature and profitability of Proof 
Lock’s business operations, its contracts and the market 
for its products, the speculative nature of Proof Lock 
stock, and the existence of current and accurate financial 
information concerning the company. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 





George A. Fitzsimmons 2. During the period from about January 1, 1972 to 
Secretary July 3, 1973, respondent failed to exercise reasonable 
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supervision over persons subject thereto with a view to 
preventing violations of credit extension and recordkeep- 
ing provisions of the Exchange Act. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that Edward Curtin be, and 
he hereby is, suspended from any association with a brok- 
er, dealer or investment company for nine months, effec- 
tive as of the opening of business on August 11, 1975. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Hale’s registration was revoked in these proceedings 
on the basis of its default. Securities Exchange Act Re- 
lease No. 10922 (July 22, 1974), 4 SEC Docket 624. 


2/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11559/July 30, 1975 


Admin. Proc. File No. 3-3145 
In the Matter of 


WILLIAM C. KURYLAK 
224 Rugeley Road 
Western Springs, Illinois 


ORDER DISCONTINUING PROCEEDINGS 


The Commission has been advised that William C. Kurylak 
is physically incapable of withstanding the stress of a hear- 
ing in this matter. 


Accordingly, on motion of the Commission’s Division of 
Enforcement, IT 1S ORDERED that these proceedings be, 
and they hereby are, discontinued as to William C. Kury- 
lak without prejudice to their reinstitution. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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470/SEC DOCKET 


The Securities and Exchange Commission today announced 
the temporary suspension of over-the-counter trading in all 
securities of Continental Dynamics, Ltd. pursuant to Sec- 
tion 15(c)(5) of the Securities Exchange Act of 1934. The 
suspension is to be effective for a ten-day period from 11:15 
a.m. (EDT) on July 30, 1975 and terminating at midnight 
(EDT) on August 8, 1975. The Commission initiated this 
suspension of trading because of the unavailability of ade- 
quate and accurate current information concerning the fi- 
nancial condition and business operations of Continental 
Dynamics, Ltd. 


On August 29, 1974, the Honorable William B. Jones, 
United States District Judge for the District of Columbia, 
entered orders of permanent injunction against Continental 
Dynamics, Ltd. (formerly Continental Dynamics, Inc.), Mal- 
colm L. Morrison and H. F. “Beck” Atkinson, enjoining 
them from future violations of the antifraud and filing 
provisions of the Securities Exchange Act of 1934 [Sec- 
tions 10(b) and 13(a)] and the rules and regulations there- 
under, including Regulation S-X and Rule 10b-5, in the 
purchase and sale of the securities of Continental Dy- 
anmics, Ltd. or any other securities. The orders further 
enjoined Morrison and Atkinson from future violations 

of the ownership filing provisions of the 1934 Act [Sec- 
tion 16(a)] and the rules and regulations thereunder. The 
orders also specified that the defendants had 180 days 
from the entry thereof to correct their filings with the 
Commission. The permanent injunctions were consented 
to by each of the three defendants without admitting 

or denying the allegations of the Commission’s com- 
plaint. The 180-day period has now passed and the filings 
have not been corrected. 


The Commission’s complaint had charged Continental, 
Morrison and Atkinson with filing an annual report on 
Form 10-K for the fiscal year ended June 30, 1973, 
which did not comply with the requirements of Form 
10-K and Regulation S-X and was false and misleading 
in that (i) the financial statements were incomplete and 
not in conformity with generally accepted accounting 
principles; and (ii) the report of the independent 
accountant was deficient and materially misleading. 


On August 5, 1974, Continental filed an amendment to 
its fiscal year 1973 annual report on Form 10-K in an 
alleged attempt to correct the various deficiencies. This 
amendment does not correct any of the violations enum- 
erated in the Commission’s complaint. 


Annual Report to Shareholders 


it should be noted that Matex Management, Ltd., a new 
parent of Continental, has issued an annual report as of 
December 31, 1973 captioned “‘Passport-Continental 
Dynamics, Ltd.” in which the financial statements for 
Continental differ materially from the periodic reports 
of Continental filed with the Commission. 


In addition, this purported annual report shows benefi- 
cial interests in oil and gas properties which are substan- 
tially different from those reflected in Continental’s 
June 30, 1973 report on Form 10-K and amendments 
thereto, with no explanation for such changes. 
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All that is known about Matex Management, Ltd. is that it 
is a private company with an office located in Vancouver, 
British Columbia, Canada. 


Malcolm L. Morrison 


On July 10, 1975, a jury returned a guilty verdict against 
Morrison, the president of Continental Dynamics, in the 
United States District Court for the District of Nevada, 
for a criminal violation of Section 2314 of Title 18 of the 
United States Code (interstate transportation of stolen 
securities). Morrison was immediately remanded to cus- 
tody by United States District Judge Roger Foley, where 
he will await sentencing which is set for late August. In- 
terstate transportation of stolen securities carries a maxi- 
mum sentence of up to 10 years imprisonment and/or up 
to a $10,000 fine. 


The Commission cautions broker-dealers, shareholders 
and prospective shareholders that, in any trading of the 
securities of this company, after the trading ban expires, 
they should consider carefully the foregoing, along with 
all other information currently available, and any subse- 
quently issued by the company. 


Furthermore, brokers and dealers should be alert to 

the fact that pursuant to Rule 15c2-11 under the Ex- 
change Act, no quotation may be entered, unless and 

until they have strictly complied with all of the provi- 
sions of the said rule. If any broker or dealer has any 
question as to whether or not he has complied with 

said rule, he should not enter any quotation but im- 
mediately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement, Washington, D. C. 
20549. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
tion of said rule the Commission will consider the need 
for prompt enforcement action. (For further information 
see Litigation Release No. 6377.) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11561/July 30, 1975 


NOTICE OF SOLICITATION OF COMMENTS RELAT- 
ING TO THE APPLICATION OF NET CAPITAL RE- 
QUIREMENTS TO MUNICIPAL SECURITIES BROKERS 
AND MUNICIPAL SECURITIES DEALERS AND SPEC- 
IALISTS (File No. S7-573) 


Introduction 


The Securities Acts Amendments of 1975 (‘‘the 1975 
Amendments’) amended Section 15(c)(3) of the Se- 


curities Exchange Act of 1934 (“the Act’’) by requiring 
the Commission to establish minimum financial respon- 
sibility requirements for all brokers and dealers. The 1975 
Amendments also amended Section 23(a)(1) of the Act to 
authorize the Commission to classify persons for purposes 
of implementing the provisions of the Act and prescribe 
greater, lesser or different requirements for different class- 
es. 


The Commission is of the view that, it may continue to 
provide appropriate exemptions for brokers and dealers 
from the provisions of the net capital rule. However, the 
basic thrust of the legislation requires the establishment 
of minimum financial responsibility requirements for all 
brokers and dealers. The Commission has determined to 
solicit the views of interested persons on the question of 
the application of the recently adopted uniform net capi- 
tal rule 1/ to municipal securities brokers and dealers 
and on the question of appropriate net capital require- 
ments to be applied to specialists. 


Municipal Securities Brokers and Municipal Securities 
Dealers 


Prior to the enactment of the 1975 Amendments, muni- 
cipal securities were included in the definition of ex- 
empted securities set forth in Section 3(a)(12) of the 
Act and, therefore, brokers or dealers who effected 
transactions solely in municipal securities or other ex- 
empted securities were not subjected to rules adopted 
under Section 15(c)(3) of the Act respecting financial 
responsibility and related practices. The 1975 Amend- 
ments modified Section 3(a)(12) to provide that muni- 
cipal securities would no longer be exempted securities 
for purposes of Section 15 of the Act. Thus, as of De- 
cember 1, 1975 (the effective date of the relevant pro- 
visions of the 1975 Amendments) municipal securities 
brokers and dealers other than banks will become sub- 
ject to appropriate financial responsibility requirements 
under Section 15(c)(3). 2/ 


The Commission has determined to seek public com- 
ment from interested persons on any special problems 
which may be unique to such municipal securities brok- 
ers and dealers including those whose only customers 
may be professional securities dealers and banks. Com- 
ments are requested so that any problems which may 
exist may be appropriately resolved before all the pro- 
visions of the uniform net capital rule become effective. 


Specialists 


The net capital rule classifies specialists as a separate 
class of brokers and dealers and exempts them from its 
requirements. The separate classification is based on 

the fact that such specialists deal only with other brok- 
ers or dealers and have no public customers and, fur- 
thermore conduct a business which is closely monitored 
and regulated by the exchanges. Nevertheless, the Com- 
mission does not believe that the exemption should be 
continued indefinitely. 


The Commission is soliciting the views of all interested 
parties as to what types of capital requirements are ap- 
propriate for specialists as well as what minimum dollar 
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capital requirements should be applied to all specialists. 
The alternative net capital concept would appear to be 
one approach which would be appropriate for specialists. 
The Commission has already solicited the views of the 
various self-regulatory organizations as to appropriate 
uniform financial responsibility requirements for spec- 
ialists; copies of the views of such organizations are 
available for public inspection (File S7-573). 


Finally, it is the Commission’s view that unique capital 
requirements appear to be appropriate for market mak- 
ers, specialists and registered traders in options who do 
not deal with the public and who are not clearing mem- 
bers of the Options Clearing Corporation. Accordingly, 
specific comments are sought as to how the capital re- 
quirements applicable to such market makers, specialists 
and registered traders should be incorporated in minimum 
financial responsibility requirements for all brokers and 
dealers. 


Interested persons are invited to submit their views to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549, no later than August 31, 1975. 
Reference should be made to File No. S7-573. All com- 
ments received will be subject to public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 11497, June 26, 
1975. 


2/ The terms municipal securities dealer and municipal 
securities broker are defined in Sections 3(a)(30) and 
3(a)(31) of the Act to include in general all persons en- 
gaged in buying and selling municipal! securities for 

their account including banks. However, banks as defined 
in Section 3(a)(6) of the Act continue to be excluded 
from the definitions of “broker” and “dealer” set forth 
in Sections 3(a)(4) and 3(a)(5) of the Act and therefore 
are not subject to the provisions of Section 15(c)(3) of 
the Act. 
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See Securities Act Release No. 5601/July 31, 1975. 
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Release No. 11563/July 31, 1975 
Admin. Proc. File No. 3-4352 
In the Matter of 


AURRE MANAGEMENT CO., INC. 
New York, New York 


AURRE & CO., INC. 
New York, New York 


GREGORY AURRE, JR. 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing petitions for review of the initial de- 
cision in these proceedings has expired. No such peti- 
tions have been filed. And the Commission has not 
chosen to review the initial decision on its own initia- 
tive. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge has be- 
come the final decision of the Commission. The orders 
in that decision barring Aurre & Co., Inc., and Gregory 
Aurre, Jr., from association with a broker or dealer, 
and dismissing the proceedings as to Aurre Management 
Co., Inc., are hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11564/July 31, 1975 


Admin. Proc. File No. 3-4506 
In the Matter of 


LAIDLAW & CO., INC. 
(now known as LAC, INC.) 
25 Broad Street 

New York, New York 


ROLLIN F. PERRY 
BROWN, ALLEN & CO., INC. 
600 Empire Life Building 


Dallas, Texas 


FRANK HARRISON 
DOUGLAS H. WATSON 
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NDF SECURITIES CORP. 
7722 Burnet Avenue 

Van Nuys, California 
(815036) 


BERNARD GORDON BIZAR 


PITFIELD, MACKAY & CO., INC. 
30 Broad Street 

New York, New York 

(8-2978) 


HENRY F. SWIFT & CO. 
433 California Street 

San Francisco, California 
(82140) 


TORPIE & SALTZMAN, INC. 
39 Broadway 

New York, New York 
(8-10420) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Laidlaw & Co., Inc. (now known as LAC, 
inc.) and Brown, Allen & Co., Inc., formerly registered 
broker-dealers, Rollin F. Perry, who was president of 
Laidlaw’s corporate finance department, Frank Harrison 
and Douglas H. Watson, who were registered representatives 
of Brown Allen, NDF Securities Corp., a registered broker- 
dealer, Bernard Gordon Bizar, an officer of NDF, and Pit- 
field, Mackay & Co., Inc., Henry F. Swift & Co., and Tor- 
pie & Saltzman, Inc., registered broker-dealers, have sub- 
mitted offers of settlement which the Commission has 
determined to accept. Solely for the purpose of these 
proceedings, and in the case of respondents other than 
Brown Allen and Harrison, certain other proceedings 
brought by the Commission, and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to certain findings of misconduct and 
to the imposition of specified sanctions. On the basis of 
the order for proceedings and the offers of settlement, 

it is found that: 1/ 


1. During the period from about February 1, 1972 to 
May 1, 1973, respondents willfully violated Section 

17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
their activities involving the common stock of SaCom. 
Laidlaw was managing underwriter of an offering of 200,- 
000 shares of SaCom stock at $6 per share pursuant to a 
registration statement effective October 31, 1972. During 
the period in question, the firm and Perry engaged in a 
wide variety of manipulative activities in order to facilitate 
thethe distribution of the offering, create the false appear- 
ance that the offering had been successfully completed, 
conceal the losses that Laidlaw had suffered and facilitate 
the distribution of unsold SaCom shares which had been 
acquired by Laidlaw. 


Laidlaw and Perry created the false and misleading impres- 
sion through the registration statement and otherwise of 


widespread retail and broker-dealer interest in the SaCom 
offering. They listed two firms as underwriters with a com- 
mitment to purchase 20,500 chares without disclosing a 
secret understanding that the firms would not be required 
to honor that commitment. And they arranged for an in- 
dividual to purchase stock in the offering with SaCom’s 
money. 


On or about October 31, 1972, Pitfield, Swift, and certain 
other members of the SaCom underwriting group falsely 
represented verbally and by wire that they had distributed 
the shares assigned to them for public sale. Laidlaw then 
notified members of the underwriting syndicate that the 
syndicate was terminated and issued a false press release 
which stated that the offered stock had been sold and 
oversubscribed. After the underwriting syndicate was ter- 
minated, Pitfield and Swift sold their undistributed shares 
into the market to other broker-dealers. 


Laidlaw and Perry prevented large blocks of SaCom from 
being sold through normal market channels by purchasing 
the stock and redistributing it to discretionary and non- 
discretionary accounts. They attempted to dissuade per- 
sons from selling the stock, induced Laidlaw’s customers 
to purchase the stock through other broker-dealers, delay- 
ed the sending of purchase confirmations and the issuance 
of stock certificates, executed customer purchase orders at 
prices above the market price, and sold the stock through 
the use of material, non-public information and material 
misstatements concerning SaCom’s business activities, pro- 
spects, and sales and earnings expectations, increases in the 
market price of its stock and the existence of a bona fide 
independent market for the stock. 


In addition, Laidlaw and Perry, and NDF with whom 
Perry became associated after leaving Laidlaw, entered 
into arrangements with Torpie pursuant to which Torpie 
quotéd SaCom at pre-determined prices and purchased 
and sold the stock pursuant to guaranteed profit agree- 
ments, thereby artificially maintaining SaCom’s market 
price and creating a false and misleading appearance of 
the market. 


From about the summer of 1972 to April 1, 1973, Laid- 
law, Perry, Torpie, NDF and Bizar purchased and sold 
SaCom stock while in possession of material, non-public 
information concerning SaCom’s sales and earnings, mer- 
ger and acquisition negotiations and the unsuccessful Sa- 
Com offering, without disclosing such information to 
persons on the other side of those transactions. 


From about October 1 to December 1, 1972, Brown Allen, 
Harrison and Watson bought and sold SaCom securities 

for their customers’ accounts without such customers’ 
knowledge or authorization. 


2. Perry committed additional willful violations of the 
above antifraud provisions in that he manipulated the 
markets for the common stocks of Manchester Life & 
Casualty Management Corporation, during the period 
from about June 1 to August 15, 1972, and Dynalectron 
Corporation, during the period from about September 21 
to September 30, 1971. Perry published quotations for 
Manchester and effected transactions in the stock which 
artificially influenced its market price and created the 
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false appearance of an active market. He entered into ar- 
rangements with another broker-dealer to quote the stock 
at pre-determined prices and trade it pursuant to a guar- 
anteed profit agreement. During a registered offering of 
Dynalectron stock, he bid for and purchased the stock at 
prices higher than the offering price. : 


3. During the period from about February 1, 1972 to 
April 1, 1973, Laidlaw, Perry, Torpie, Brown Allen, Har- 
rison and Watson with respect to the securities of SaCom, 
and Perry and Torpie with respect to the securities of 
Manchester, willfully violated Section 10(b) of the Ex- 
change Act and Rule 10b-6 thereunder in that, while par- 
ticipating in distributions of those securities, they bid for 
and purchased them for accounts in which they had a 
beneficial interest and induced others to purchase them. 


4. During the period from about June 1 to November 30, 
1972, Laidlaw and Torpie, willfully aided and abetted by 
Perry, willfully violated Section 15(c)(2) of the Exchange 
Act and Rule 15c2-7 thereunder in that quotations for Sa- 
Com were furnished to an inter-dealer quotation system 
in furtherance of guaranteed profit and other similar ar- 


rangements without the system or other broker-dealers enter- 


ing SaCom quotations being informed of such arrangements. 


5. During the period from about May 25 to December 1, 
1972, Laidlaw and Perry willfully violated Sections 5(b), 
7 and 10 of the Securities Act in that both respondents 
with respect to SaCom, and Perry with respect to Man- 
chester, filed false and misleading registration statements 
with the Commission and delivered securities after sale 
without their being accompanied or preceded by a pro- 
spectus meeting the requirements of Section 10. 


6. During the period from about October 31, 1972 to 
April 1, 1973, Laidlaw willfully violated Section 17(a) 
of the Exchange Act and Rules 17a-3 and 17a-11 there- 
under in that it failed to make and keep current certain 
books and records, to give telgraphic notice of a net 
capital deficiency and to file a required report of finan- 
cial condition. 


Laidlaw’s offer of settlement provides that it may be 
barred from acting as or being associated with a broker- 
dealer or investment adviser, with the proviso that Laid- 
law and its assigns may receive certain profits of Laidlaw- 
Coggeshall, Inc. pursuant to an agreement between Laid- 
law and Coggeshall-Hicks, Inc. dated March 20, 1973. 
Watson’s offer provides that he may be suspended from 
association with any broker or dealer for 14 days. In 
addition, Watson undertakes not to become associated 
with any broker or dealer without first obtaining the 
Commission's written consent. In support of its offer 
providing for the imposition of censure, Torpie repre- 
sents that it is under new ownership and management 
which did not participate in or have any knowledge of 
the violations by Torpie described herein. Torpie addi- 
tionally undertakes to maintain and implement at all 
times written procedures necessary to comply with its 
duties under federal securities laws. The sanctions speci- 
fied in the offers of the other respondents are set forth 
below. 


In view of the foregoing, it is in the public interest to 
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impose the sanctions specified in the offers of settlement. 


Accordingly, subject to the terms, conditions and under- 
takings set forth above: 


IT IS ORDERED that Laidlaw & Co., Inc. (now known 
as LAC, Inc.) be, and it hereby is, barred from acting as 
or being associated with any broker-dealer or investment 
adviser; and it is further 


ORDERED that Rollin F. Perry be, and he hereby is, 
barred from being associated with any broker or dealer 
with the proviso that, after two years, he may apply to 
the Commission to become so associated; and it is fur- 
ther 


ORDERED that Brown, Allen & Co., Inc., Frank Har- 
rison, Bernard Gordon Bizar and Douglas H. Watson 

be, and they hereby are, suspended from being associated 
with any broker or dealer for respective periods of 30, 30, 
30 and 14 days, effective as of the opening of business on 
August 11, 1975; and it is further 


ORDERED that NDF Securities Corp. be, and it hereby 
is, suspended from engaging in any transaction in the 
over-the-counter markets or in any principal transac- 
tion for a period of 60 days, effective as of the opening 
of business on August 11, 1975; and it is further 


ORDERED that Pitfield, Mackay & Co., Inc., Henry F. 
Swift & Co. and Torpie & Saltzman, Inc. be, and they 
hereby are, censured. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 
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Admin. Proc. File No. 3-3719 
Admin. Proc. File No. 3-3916 
Admin. Proc. File No. 3-4403 
Admin. Proc. File No. 3-4424 
Admin. Proc. File No. 3-4466 
Admin. Proc. File No. 3-4506 
Admin. Proc. File No. 3-4547 


In the Matter of 


A. P. MONTGOMERY & CO., INC. 
(8-10397) 























SEQUOIA PARTNERS 

SIERRA ASSOCIATES 

CLYDE W. ENGLE 

ROGER WESTON 

EUGENE PHELAN 

TAURUS, INC. 

TAURUS MANAGEMENT CORP. 


In the Matter of 


MILTON J. WALLACE 
and 


JOSHUA L. BECKER 


In the Matter of 


LAIDLAW & CO., INC. 
(815798) 


LEO E. BROMBERG 


In the Matter of 


ALBERT HEGLUND, JR. 


In the Matter of 


WILLIAM NORTON & CO., INC. 
(811821) 


NORMAN POLTORACK 
IRENE MORGAN 


In the Matter of 


PARK SECURITIES, INC. 
(8-16656) 


N. CARROLL MALLOW 


In the Matter of 


ASSOCIATED UNDERWRITERS, INC. 
(8-15906) 


DAVID REX YEAMAN 
MICHAEL WILLIAM STRAND 


ORDER EXTENDING TIME FOR BRIEFS 


Each of these otherwise unrelated remedial administrative 
proceedings under Section 15(b) of the Securities Ex- 
change Act involves a respondent or respondents not 
alleged to have been a broker or a dealer, or a person 
associated with a broker or dealer, or a person seeking 

to become so associated. The Commission’s order of 

June 27, 1975 (Securities Exchange Act Release No. 
11500, 7 SEC Docket 284): 


(A) Noted that when these cases were initiated, Section 
15(b)(7) of the Exchange Act authorized proceedings of 
this character against any person but that this section had 
been repealed on June 4, 1975, by Section 11 of the Se- 
curities Acts Amendments of 1975, which substituted the 
phrase “any person associated, or seeking to become asso- 
ciated with a broker or dealer” for the former words “any 
person.” 1/ 


(B) Noted further that some of the people named in the 
caption of this document had moved for dismissal as to 
them on the ground that they were now immune from 
further proceedings; 


(C) Observed that those motions raised significant ques- 
tions; 


(D) Expressly articulated some of those questions; 


(E) Invited briefs on the problems presented by the per- 
sons directly affected and by any others wishing to state 
views as to those matters; and 


(F) Fixed August 4, 1975, as the date on which initial 
briefs were to be filed and September 5, 1975, as the 
date on which reply briefs would be due. 


The Commission’s Division of Enforcement now asks for 
a two-week extension. In view of the importance and 
the difficulty of the questions at issue that extension is 
found appropriate. Fairness demands, however, that the 
same extension be given others who wish to state their 
views on the problems raised by this group of cases. 


Accordingly, it is on motion of the Commission’s Divi- 
sion of Enforcement ORDERED that: 


(A) Any person who wishes to do so may file a mem- 
orandum stating his views on the questions posed 
hereinabove as well as those posed in Securities Ex- 
change Act Release No. 11500, 7 SEC Docket 284, 
and on other considerations that he deems pertinent 
to the proper resolution of the issues involved in this 
group of cases. 


(B) All such memoranda must be served on the Com- 
mission’s Division of Enforcement and filed with its 
Secretary on or before August 18, 1975. 


(C) If such a memorandum is filed by a respondent in 
a specific proceeding, it should bear the caption of that 
proceeding. 


(D) If the person filing the memorandum is not a re- 
spondent in a pending proceeding, he may caption his 
memorandum “‘Iin the Matter of A. P. Montgomery & 
Co., Inc., et al., Administrative Proceeding File No. 
3-4424." 


(E) The Division of Enforcement is directed to file a 
memorandum setting forth its views on the questions 
presented. Such memorandum shall be served on all 
affected respondents and filed with the Secretary of 
the Commission on or before August 18, 1975. 
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(F) Although the Division may file separate memoranda 
in each of the seven cases enumerated in the caption 
hereof, it need not do so. It may in its discretion file a 
single, consolidated memorandum. 


(G) Reply memoranda with proof of service on the 
Commission's Division of Enforcement may be filed 
on or before September 19, 1975. 


For the Commission by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 


1/ Compare new Section 15(b)(6) with old Section 
15(b)(7). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19096/July 29, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5702) 


ORDER AUTHORIZING AMENDMENTS TO AMENDED 
ARTICLES OF INCORPORATION 


Ohio Power Company (““Ohio”), an electric utility sub- 
sidiary company of American Electric Power Company, 
Inc. (“AEP”), a registered holding company, has filed 

a declaration and an amendment thereto with this Com- 
mission pursuant to Sections 6(a)(2) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) regarding 
the following proposed transaction. 


Ohio proposes to amend its Amended Articles of Incor- 
poration to modify the terms of the Company’s Cumu- 
lative Preferred Stock. The amendments provide that 
so long as any shares of the Cumulative Preferred Stock 
are outstanding, the Company shall not: 


(a) Without the consent (given by vote at a meeting called 
for that purpose) of the holders of a majority of the total 
number of shares of the Cumulative Preferred Stock then 
outstanding, sell or otherwise dispose of all or substantially 
all of its properties unless such sale or disposition shall 
have been ordered, approved, or permitted by the Com- 
mission under the Act, (b) Redeem (whether through 
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operation of a sinking fund or otherwise), purchase or 
otherwise acquire any shares of the Cumulative Preferred 
Stock during any period when dividends payable on the 
Cumulative Preferred Stock shall be in default unless all 
shares of the Cumulative Preferred Stock shall be so re- 
deemed, purchased or otherwise acquired, or unless such 
redemption, purchase or acquisition shall have been 
ordered, approved or permitted by the Commission under 
the Act;,and (c) Declare any dividend on, or acquire for 
value, any shares of Common Stock or any other shares 
of capital stock of the Company ranking junior to the 
Cumulative Preferred Stock as to dividends or the distri- 
bution of assets, during any period when the Company 
shall be in default of any obligation of the Company 
under any sinking fund for Cumulative Preferred Stock, 
unless all shares of Cumulative Preferred Stock are con- 
currently redeemed, purchased or otherwise acquired, 
or unless such dividend, purchase or acquisition shall 
have been ordered, approved or permitted by the Com- 
mission, under the Act. 


Ohio received approval of the proposed amendments 
by the Company’s shareholders at the Annual Meeting 
of shareholders held on July 14, 1975. It is stated that 
because the proposed amendments do not change the ex- 
press terms of the Cumulative Preferred Stock of the 
Company in any manner substantialiy prejudicial to the 
holders of such stock, no vote of the holders of Ohio’s 
Cumulative Preferred Stock, as a class, was required. 
Since AEP, holder of all the outstanding shares of 
Ohio’s common stock, indicated that all such shares 
would be voted in favor of the proposed amendments, 
and such shares constituted $0.3% of the voting power 
of the capital stock of Ohio entitled to vote at the 
meeting, Ohio did not solicit the votes of the holders 
of the Cumulative Preferred Stock. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated not to exceed 
$10,000. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19074). Upon that basis of 
the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 























PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19097/July 29, 1975 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
Westborough, Massachusetts 01581 


(70-5701) 


ORDER AUTHORIZING INCREASE OF AUTHORIZED 
SHORT-TERM BORROWING 


Massachusetts Electric Company (“Mass Electric”), an 
electric utility subsidiary company of New England Elec- 
tric System (“NEES”), a registered holding company, 
has filed a declaration with this Commission pursuant 

to Sections 6(a), 7(e), and 12(e) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 62 
and 65 promulgated thereunder regarding the following 
proposed transaction. 


Mass Electric seeks to increase, for a period of five 
years, the maximum amount of unsecured short- 

term indebtedness which it is authorized to incur 

from 10% to 20% of total capitalization. The short- 
term indebtedness is to be incurred within five years 
from the date of the Order of the Commission making 
effective the instant declaration; and said indebtedness 
is to have a maturity of not more than six years from 
the date of said Order. At March 31, 1975, the 10% 
limitation restricted Mass Electric to $38,600,000 of 
short-term indebtedness; a 20% limitation would have 
restricted it to $77,200,000. At May 31, 1975, Mass 
Electric had $22,400,000 in unsecured short-term in- 
debtedness outstanding. Authorization from the Com- 
mission for such an increase in the permissible amount 
of short-term debt is requested. The actual issue and 
sale of securities related to such proposed increase in 
short-term debt will be subject to further authorization 
by the Commission. It is stated that the increased auth- 
orization is necessary to retire $20,000,000 of Series L 
First Mortgage Bonds, which mature October 1, 1975 
and/or to finance Mass Electric’s construction program. 
The cost of the Company’s construction program is 
presently estimated to total approximately $200,000,- 
000 for the years 1975 through 1979. 


It is stated that the Articles of Organization and the 
By-Laws of Mass Electric require approval of its Cum- 
ulative Preferred stockholders to increase unsecured 
short-term debt beyond 10%. Mass Electric intends to 
submit the proposal to increase the short-term debt 
for five years to a maximum of 20% of total capitali- 
zation to its Cumulative Preferred stockholders for 
their approval at a special meeting of shareholders to 
be held on August 1, 1975. In connection therewith, 
Mass Electric is soliciting proxies from the holders of 
its Cumulative Preferred stock through the use of soli- 
Citation material which sets forth the proposals in de- 
tail. Additionally, it is stated that Massachusetts State 


law requires stockholder approval for authorization of 

the issue and sale by Mass Electric of an additional series 
of the First Mortgage Bonds in an aggregate principal 
amount not exceeding $50,000,000. Mass Electric in- 
tends to submit the proposal to issue and sell said Bonds 
to all of its stockholders for their approval at the August 
1, 1975 meeting. The outstanding Common Stock of 
Mass Electric, representing more than a majority in inter- 
est of the securities entitled to vote at the August 1, 1975 
meeting, is owned by NEES. It is anticipated that NEES 
will vote its shares affirmatively on the approval and auth- 
orization of the additional First Mortgage Bonds; accord- 
ingly, there will be no solicitation of proxies with respect 
to this matter. The actual issue and sale of the additional 
First Mortgage Bonds will be subject to further authoriza- 
tion by the Commission. 


The fees and expenses to be paid by Mass Electric are 
estimated at $9,000, including service fees, at cost, of 
New England Power Service Company, a wholly-owned 
subsidiary of NEES, of $3,000. No state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner proscribed in Rule 23 promulgated 
under the Act (HCAR No. 19076). Upon the basis of 
the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 

and that it is in the public interest and in the interest 
of investors and consumers that said declaration, be 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 

24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19098/July 29, 1975 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5708) 


NOTICE OF PROPOSAL OF HOLDING COMPANY TO 
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ACT AS SURETY FOR SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 

of 1935 (““Act’’), designating Sections 12(b) and 12(f) 
of the Act and Rule 45 promulgated thereunder as ap- 
plicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


AEP proposes to act as surety for its electric utility sub- 
sidiary company, Appalachian Power Company (“Ap- 
palachian”), in connection with certain Appalachian 
rate proceedings now pending before the Public Ser- 
vice Commission of West Virginia (“state commission”’). 
On March 31, 1975 Appalachian filed with the state 
commission new increased rates for electric service in 
West Virginia. On the same date Appalachian also filed 
with the state commission a rate surcharge applicable 
to all retail sales of electric energy in West Virginia to 
permit the recovery of incurred fuel expenses which, 
by prior order of the state commission, could not be 
billed through its fuel adjustment clause. By orders 
dated April 4, 1975 and April 11, 1975, respectively, 
the state commission suspended the increased rates 
and the rate surcharge until August 28, 1975 pending 
its investigation of such increased rates and rate sur- 
charge. The new increased rates and rate surcharge 

can both be made effective on and after August 28, 
1975, subject to the posting in each instance by Ap- 
palachian of an appropriate bond to assure the mak- 
ing of appropriate refunds to its customers in the 
event the state commission's final order in each pro- 
ceeding should require refunds to be made. The state 
commission has indicated in each instance that it 
would permit AEP to become a surety for Appala- 
chian in lieu of Appalachian’s posting of the said 
bond. 


The purpose of the proposed transactions is to enable 
Appalachian, as permitted by West Virginia law, to be- 
gin applying the new increased rates and the rate sur- 
charge prior to completion of the state commission’s 
investigation, hearing and decision with respect there- 
to. It is expected that the amounts of the bond for 

the new increased rates and for the rate surcharge will 
not exceed $30,600,000 and $14,645,000, respective- 
ly, which in each instance is equal to the estimated 
additional annual revenue that the new increased rates 
and rate surcharge will provide. In the event that the 
amount of the bond ordered by the state commission 
should exceed these amounts, American will not exe- 
cute the statutory bond until this Commission has 
issued a further order with respect thereto. It is desired 
to consummate the proposed transactions in order that 
Appalachian might save the cost of obtaining the statu- 
tory bond, which is estimated to cost approximately 
$35,000 annually in the case of the increased new rates 
and $18,000 annually in the case of the rate surcharge. 


The fees and expenses to be paid, including legal fees, 
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are estimated as not to exceed $2,500. It is stated that 
aside from the state proceeding described herein, no 

state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 


actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 22, 1975, request in writing 
that a hearing be held with respect to the proposed trans- 
action, stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point 
of mailing) upon the declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 

may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereto. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19099/July 29, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5713) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK BY HOLDING COMPANY PURSUANT 

TO A RIGHTS OFFERING; REQUEST FOR EXCEP- 

TION FROM COMPETITIVE BIDDING FOR STAND- 
BY UNDERWRITING 


NOTICE IS HEREBY GIVEN that General Public Utilities 




















Corporation (“GPU”), a registered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (““Act”’), 
designating Sections 6(a), 7 and 12(c) of the Act and 
Rules 42 and 50 promulgated thereunder as applicable 

to the proposed transactions. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


GPU proposes to offer up to 5,030,000 authorized but 
unissued shares of its common stock (“additional com- 
mon stock”) for subscription by the holders of its out- 
standing shares of common stock on the basis of 1 share 
for each 10 shares of common stock held on the record 
date. The record date will be September 10, 1975, or 
such later date as GPU's registration statement under 
the Securities Act of 1933 may become effective. The 
subscription price, to be determined by GPU's Board 

of Directors at about 4:00 p.m. on the day preceding 
the anticipated record date, will not be more than 100% 
and not less than 85%, of the closing price of GPU com- 
mon stock on the New York Stock Exchange on the day 
prior to the record date. The subscription offer wiil ex- 
pire September 29, 1975, unless the record date should 
be later than September 10, 1975, in which event the 
expiration date will be specified by amendment. 


Rights to subscribe to the additional common stock 
will be evidenced by transferable subscription war- 
rants which will be issued to all record holders of 
GPU common stock as promptly as practicable after 
the record date. No fractional shares will be issued; 
however, any holder with more than 10 shares, but 
not in exact multiples thereof, may purchase, at the 
subscription price, one extra share of additional com- 
mon stock. A stockholder with less than 10 shares 

of common stock will be entitled to purchase, at the 
subscription price, one full share of additional com- 
mon stock. In addition, each holder of a warrant or 
warrants who exercise such warrant or warrants in 
full will be given the privilege of subscribing, subject 
to allotment, at the same subscription price, for shares 
of additional unsubscribed common stock. 


GPU does not propose to mail warrants to stockholders 
whose registered addresses are outside the United 
States, Bermuda, Canada and Mexico. To the extent 
that GPU does not receive instructions from such 
stockholders to exercise their warrants, the rights 
evidenced by such warrants may be sold by Hart- 

ford National Bank and Trust Company, the subscrip- 
tion agent, for the account of such stockholders. 


It is stated that FPU’s Articles of Incorporation permit 
it to sell common stock in a public offering without 
preemptive rights in any calendar year in an amount up 
to 5% of the number of shares of common stock out- 
standing at the beginning of each calendar year. GPU 
states that it has already substantially exhausted this 
5% exemption for 1975 and that in order for GPU to 
raise the equity capital it requires, it must exceed that 
5% exemption and must therefore proceed through a 
rights offering. 


GPU notes that in June 1974, it made a non-under- 


written rights offering of its common stock. In that 
offering, approximately one-half the issue remained 
unsold at the end of the subscription period. GPU 
further notes that GPU subsidiary companies have had 
difficulties in marketing their securities in the recent 
past. GPU therefore proposes to proceed with an under- 
written rights offering of this issue, and requests an ex- 
ception from the competitive bidding requirements of 
Rule 50 under the Act so that it may negotiate the 
terms of this underwriting. 


It is stated that the net proceeds of the sale of the ad- 
ditional common stock will be used by GPU to repay a 
portion of GPU’s short-term indebtedness expected to 
be outstanding at the time of sale of the additional com- 
mon stock or to reimburse the GPU treasury for prior 
investments in its subsidiaries. 


Fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by amend- 
ment. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 20, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mail- 
ing) upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as amended 
or as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19100/July 29, 1975 
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In the Matter of 


EASTERN GAS AND FUEL ASSOCIATES 
Boston, Massachusetts 


(70-4329) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 


AND GRANTING UNCONDITIONAL EXEMPTION PUR- 


SUANT TO SECTION 3(a)(1) 


On November 3, 1967 (43 SEC 524), the Commission 
granted the application of Eastern Gas and Fuel Asso- 
ciates (“Eastern”) pursuant to Sections 9(a)(2) and 10 
of the Public Utility Holding Company Act of 1935 
(“Act”) to acquire, by exercise of an option, 16,101 
(4.2%) of the shares of the common stock of Brockton- 
Taunton Gas Company (“Brockton”), a gas utility com- 
pany as defined by the Act, and to acquire, by a tender 
offer, additional shares of Brockton’s common stock. 
Prior thereto, Eastern, through The Ohio River Company 
(“Ohio”), a wholly owned subsidiary, had acquired 
18,766 (4.9%) of the outstanding Brockton shares. 


Eastern then was an exempt holding company under 
Section 3(a)(1) of the Act. (See HCAR No. 12807, 
February 28, 1955.) In its Order of November 3, 1967, 
the Commission extended the exemption previously 
granted to include Brockton, should that company be- 
come a subsidiary as defined by the Act, subject to sev- 
eral conditions. Pursuant to one of these conditions, 
Eastern filed a notification of registration under Section 
5(a) of the Act in order to comply with Section 11(b)(2) 
if as a result of the tender offer there should remain out- 
standing a publicly held minority stock interest in 
Brockton. 


The Commission’s Order was affirmed in Brockton- 
Taunton Gas Co. v. SEC 396 F.2d 717 (C.A. 1 1968). 
But Eastern’s tender offer for Brockton’s common stock 
was delayed, despite two extensions under Rule 24. A 
third request for an extension in 1970 by Eastern was 
denied and the authorization to make the tender offer 
was terminated (44 SEC 282). The Commission reserved 
jurisdiction over Eastern’s continued ownership of the 
16,101 shares it had acquired pursuant to the option. 


Brockton has since been merged into Bay State Gas 
Company (‘‘Bay State’’), as the result of which Eastern 
and Ohio were issued 45,326 shares of the common 
stock of Bay State in exchange for their shares of 
Brockton common stock. Eastern now states that on 
May 6, 1975, all of the shares of Bay State’s common 
stock were sold. Accordingly, it requests that jurisdic- 
tion heretofore reserved be released. Eastern also re- 
quests that it be granted an unconditional exemption 
under Section 3(a)(1) of the Act by being permitted 
to withdraw its notification of registration. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
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sumers that jurisdiction heretofore reserved be released 
and that said application for exemption, as amended, be 
granted without condition: 


IT IS ORDERED, accordingly, effective forthwith, that 
jurisdiction heretofore reserved over Eastern’s application 
be, and hereby is, released; that its notification of regis- 
tration is hereby deemed withdrawn; and that its exemp- 
tion under Section 3(a)(1) as heretofore in effect without 
the conditions relating to the Brockton acquisition be, 
and hereby is, reinstated. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19101/July 30, 1975 


In the Matter of 


OHIO ELECTRIC COMPANY 
New York, New York 10004 


(70-5680) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Ohio Electric Company (“Ohio Electric”), an electric 
generating subsidiary company of Ohio Power Company, 
an electric utility subsidiary company of American Elec- 
tric Power Company, Inc., a registered holding company, 
has filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 6(b) 
and 12(c) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 42(a) and 42(b)(2) promulgated 


thereunder regarding the following proposed transactions. 


Ohio Electric proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $75,000,000 principal amount of First Mort- 
gage Bonds, in one initial series, to mature in not less 
than 5 and not more than 10 years from the date of issu- 
ance of such Bonds. The interest rate (which will be ex- 
pressed in a multiple of 1/8 of 1%) and the price to be 
paid to Ohio Electric for the Bonds (which shall not be 
less than 100% unless Ohio Electric shall authorize a 
lower percentage not less than 99%, and shall not ex- 
ceed 102.75%) will be determined by competitive bid- 
ding. The terms of the Bonds preclude Ohio Electric 
from redeeming any such Bonds prior to August 1, 
1980, if such redemption is for the prpose of refunding 
such Bonds with proceeds of funds borrowed at a lower 
effective interest cost. The Bonds will be issued under 


























and secured by a Mortgage and Deed of Trust, to be 
dated as of August 1, 1975, to Chase Manhattan Bank, 
N.A., (“Trustee”), and an Indenture thereto, to be 
dated as of the first day of the month in which the 
Bonds are to be issued. 


The Mortgage Indenture is designed to finance 60% of 
the construction costs of the 2 unit Gavin plant plus 
additions thereto as defined in the Mortgage Indenture. 
Ohio Electric will not assign its interest or rights to any 
funds due or to become due under the Capital Funds 
Agreement or Power Agreement to any person other 
than the Indenture Trustee. Ohio Electric will not declare 
or pay any dividend on any class of its capital stock, nor 
directly or indirectly make any payment on account of 
the purchase, redemption, acquisition or retirement of 
any shares of its capital stock, of any class, unless, after 
giving effect to such declaration, payment, purchase, 
redemption, acquisition or other retirement, the aggre- 
gate amount of the proprietary capital of Ohio Electric, 
including all of its capital stock and paid in and retained 
earnings, is at least 53.85% of the principal amount of 
all then outstanding indebtedness of Ohio Electric for 
borrowed money. The Indenture provides for a cash 
sinking fund pursuant to which Ohio Electric will be re- 
quired annually to retire Bonds of the first series issued 
under the Indenture. The amount of the sinking fund 
payments for this series is 3% annually, commencing on 
July 1, 1977. 


The amount of the annual sinking fund payments for 
this series and the respective amounts of sinking fund 
payments in the future for additional series will be 
sufficient to provide for the retirement of all outstand- 
ing Bonds at the expiration of the useful life of the de- 
preciable facilities of the Gavin plant. The effect of the 
sinking fund provisions of the Mortgage applicable to 
this series, and similar sinking fund provisions appli- 
cable to additional Bonds which Ohio Electric may issue 
in future years, will be to reduce in future years the pro- 
portion which all Bonds outstanding under the Mortgage 
bears to the total of (i) the aggregate principal amount of 
indebtedness, including Bonds issued under the Mort- 
gage, of Ohio Electric for borrowed money and (ii) the 
total of the proprietary capital of Ohio Electric at the 
time in question. 


Ohio Electric proposes, in view of such circumstances, to 
take action from time to time subsequent to the final 
completion date of the two generating units at the Gavin 
plant to declare and pay dividends on the common stock 
of Ohio Electric and through the purchase and retirement 
of shares of common stock, accompanied by any appropri- 
ate reduction or reductions in capital required under the 
laws of Ohio, provided, however, that on no occasion will 
any such dividend be declared or paid, or any shares of 
common stock acquired or redeemed under circumstances 
where, after giving effect to the proposed transaction, the 
proprietary capital of Ohio Electric will fail to equal 
53.85% of the principal amount of all then outstanding 
indebtedness of Ohio Electric for borrowed money. 


The proceeds realized from the sale of the Bonds will be 
deposited in the construction fund under the Mortgage 
and will be withdrawn by Ohio Electric on application 


to the Trustee to pay construction costs of the 2 unit 
Gavin plant. 


The fees and expenses to be paid by Ohio Electric in 
connection with the proposed transaction are estimated 
at $225,050, including legal fees of $50,000 and print- 
ing fees of $93,600. Fees of counsel for the underwriters, 
to be paid by the successful bidders, are estimated at 
$35,000. The Public Utilities Commission of Ohio has 
authorized the issuance and sale of the Bonds. No other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR Nos. 19061 and 
19061A), and no hearing has been requested of or order- 
ed by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfiec and that 
no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said application-declaration, as amend- 
ed, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19102/July 31, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5694) 


ORDER RELEASING JURISDICTION 


By order dated July 10, 1975 in this proceeding, Georgia 
Power Company (“Georgia”), an electric utility subsidi- 
ary company of The Southern Company (“Southern”), 

a registered holding company, was authorized to issue and 
sell up to $100,000,000 principal amount of its first mort- 
gage bonds pursuant to competitive bidding under Rule 
50 or, in the alternative by negotiation if at least 
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$50,000,000 principal amount thereof is issued and sold 
with a maturity and an average life of at least 15 years. 
Jurisdiction was reserved with respect to the terms and 
conditions of the sale, including underwriters’ compensa- 
tion to be incurred in connection with the offer and sale 
of such bonds, if sold pursuant to the competitive bidding 
exception. 


Georgia has filed an amendment in this proceeding inform- 
ing the Commission that Georgia has executed a contract, 
subject to the approval of this Commission, with the 
underwriting group which has been formed to market 
Georgia’s first mortgage bonds. The underwriting syndi- 
cate has contracted to purchase for public redistribution 
$100,000,000 principal amount of Georgia’s First Mort- 
gage Bonds, 11.625% Series due August 1, 2000. The 
price, exclusive of accrued interest, to be paid to Georgia 
will be $98.60 at an effective cost of 11.82%. The initial 
public offering price will be $100 with an effective yield 
of 11.625%. The underwriters’ spread will be $1.40. The 
bonds will be issued under an indenture, dated as of 
March 1, 1941, between Georgia and Chemical Bank, as 
Trustee, as heretofore supplemented and as to be fur- 
ther supplemented by a supplemental indenture to be 
dated as of August 1, 1975, which includes a prohibition 
until August 1, 1980 against refunding the bonds with or 
in anticipation of the proceeds from borrowings at a low- 
er effective interest cost. The supplemental indenture also 
provides for a mandatory cash sinking fund in the amount 
of $5,000,000 commencing August 1, 1981 which, together 
with a payment at maturity of $5,000,000 is calculated to 
retire 100% of the issue. The average life of the bonds will 
be fifteen and one-half years. 


The amendment and the underwriting contracts it em- 
bodies specify the consideration to be received by Georgia 
for the sale of its bonds, the price at which the bonds 
are to be publicly sold and the compensation to be re- 
ceived by the underwriters. The proposed underwriters’ 
compensation has been compared with underwriting 
costs incurred by electric utility companies and hold- 
ing companies, whether or not subject to the Act, which 
have offered first mortgage bonds to the public since 
January 1, 1975. The recent market history of both the 
bonds of Georgia and of the other companies in the 
electric utility industry has also been examined, togeth- 
er with the relevant qualitative factors affecting each 
such issue. 


It is found that, under current conditions, both the 
price to be received by Georgia and the underwriting 
compensation provided in the contracts proposed for 
the sale of these bonds are reasonable and that all of 
the requirements of the Act and of the rules there- 
under, including the requirements of Section 7(d), are 
satisfied. 


The fees and expenses to be incurred in connection with 
this transaction are estimated at $213,000 including a 
legal fee of $40,000 and accounting fee of $29,000. 
The fee of counsel for the underwriters is estimated at 
$25,000 and is to be paid by the underwriters. 


IT 1S ORDERED that the jurisdiction reserved in the 
order of July 10, 1975, as to the terms and conditions 
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of the sale, including underwriters’ compensation to be 
incurred in connection with the offer and sale of such 
bonds, if sold pursuant to the competitive bidding ex- 
ception be, and the same hereby is, released and that 
the proposed transaction may be consummated, with- 
out further order, in accordance with Rule 24. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19103/July 31, 1975 


In the Matter of 


NEW ENGLAND POWER COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-5707) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
CUMULATIVE PREFERRED STOCK AT COMPETI- 
TIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Power 
Company (““NEPCO”), an electric utility subsidiary com- 
pany of New England Electric System (“NEES”), a re- 
gistered holding company, has filed an application-de- 
claration and an amendment thereto with this Commis- 
sion pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a), 7, 9(a), 
10 and 12 of the Act and Rules 42 and 50 promul- 
gated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the appli- 
cation-declaration, as amended, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


NEPCO proposes to issue and sell $25,000,000 aggre- 
gate par value of cumulative preferred stock in the form 
of either 250,000 shares of a new series of its Dividend 
Series Preferred Stock (par value $100) to be designated 
Cumulative Preferred Stock, $100 par value, % Ser- 
ies, or 1,000,000 shares of an initial series of its Pre- 
ferred Stock-Cumulative (par value $25) to be designated 
Cumulative Preferred Stock, $25 par value,  % Series. 
The dividend rate (which shall be a multiple of .04 of 1% 
if NEPCO issues its $100 par value preferred stock and 
-16 of 1% if its issues its $25 par value preferred stock) 
and the price to be paid to NEPCO (which shall be not 
less than par nor more than 102.75% of par) will be de- 
termined by competitive bidding. If the dividend rate 
specified exceeds 12.32% per annum, further orders of 


























state commissions having jurisdiction will be necessary. 
Prior to September 1, 1980, none of the shares of the 
preferred stock may be redeemed if such redemption is 
for the purpose of refunding such share, directly or in- 
directly, through the incurring of debt or the issuance 

of stock ranking equally with or prior to the preferred 
stock at an interest or dividend cost less than the total 
effective dividend cost to NEPCO of the preferred stock. 
The preferred stock may include a sinking fund which 
would retire 5% of the initial issue annually. NEPCO 
shall notify prospective bidders no later than 12 noon 

on the second full business day prior to the time desig- 
nated for the submission of bids (1) which series NEPCO 
will be issuing and (2) whether there will be a sinking 
fund and the terms of any such sinking fund. 


The proceeds from the sale of the preferred stock will 
be applied to the reduction of outstanding short-term 
promissory notes of NEPCO issued to pay for capitaliz- 
able expenditures or to reimburse the treasury thereof. 


The fees and expenses to be paid by NEPCO in connec- 
tion with the proposed issue and sale of preferred stock 
are estimated at $95,000, including service fees, at cost, 
of New England Power Service Company, a wholly- 
owned subsidiary company of NEES, of $40,000. The 
fees of counsel for the underwriters, to be paid by the 
successful bidders, will be supplied by amendment. It 

is stated that the Massachusetts Department of Public 
Utilities, the New Hampshire Public Utilities Commis- 
sion, the Vermont Public Service Board, and the Con- 
necticut Public Utilities Commission have jurisdiction 
over the proposed issue and sale of the preferred stock, 
and that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 26, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant-declarant at 

the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended or as it 
may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19104/July 31, 1975 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5649) 


SUPPLEMENTAL ORDER AUTHORIZING INCREASED 
FEES 


Utah Power & Light Company (“Utah”), an electric util- 
ity company and a registered holding company, has filed 
a post-effective amendment to its declaration, as previous- 
ly amended, filed with this Commission pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act”) regarding the following proposed 
transaction. 


By orders dated April 23, 1975 (HCAR No. 18949) and 
May 5, 1975 (HCAR No. 18969) issued in this proceed- 
ing, Utah was authorized to issue and sell 1,200,000 
sahres of its common stock and 1,600,000 shares of its 
preferred stock. The orders stated, among other things, 
that legal fees to be incurred in connection with the sale 
of these securities were estimated to total $32,000. 


By post effective amendment filed in this proceeding, 
it is stated that counsel to Utah have determined that 
the time devoted to the proceedings was substntially 
in excess of the time they had originally estimated. 
Utah’s counsel therefore proposes to increase its fee to 
Utah by $5,000 to a total of $37,000. 


Upon the basis of the facts in the record, as amended by 
said post-effective amendment, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said de- 
claration, as further amended by said post-effective 
amendment, be permitted to become effective. 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said delcaration, 

as further amended by said post-effective amendment, 
be, and it hereby is, permitted to become effective forth- 
with. 
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For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19105/July 31, 1975 


In the Matter of 


NORTHEAST UTILITIES 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 
THE QUINNEHTUK COMPANY 

West Springfield, Massachusetts 


(70-5700) 


ORDER AUTHORIZING INTRASYSTEM SALE OF OF- 
FICE PROPERTY AND FIRST MORTGAGE FINAN- 
CING FROM BANKS 


Northeast Utilities (“NU”), a registered holding company, 
Western Massachusetts Electric Company (““WMECO”), 
an electric utility subsidiary company of NU, and The 
Quinnehtuk Company (‘‘Quinnehtuk”), a nonutility 
subsidiary company of NU engaged in real estate activities 
for the system, have filed an application-declaration and 
an amendment thereto with this Commission pursuant to 
Sections 6(a), 7, 9(a), 10, and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43 and 
50(a)(5) promulgated thereunder regarding the following 
proposed transactions. 


WMECO presently owns and occupies an office building 
in West Springfield, Massachusetts, which serves as its 
principal office and is located on a parcel of land con- 
taining approximately 46 acres. The building consists 

of three stories and a basement and contains approxi- 
mately 51,000 square feet of office space. With the ex- 
ception of a minor portion of the building which is leased 
to NEPEX (New England Power Exchange), WMECO oc- 
cupies the entire building. 


At the present time, WMECO is unable to issue any first 
mortgage bonds or preferred stock because of earnings 
coverage requirements, and its short-term indebtedness 
is approaching the limit permitted by the Commission. 
In order to obtain additional long-term capital for 
WMECO, it is proposed that WMECO sell the office 
building and said 46 acres of land to Quinnehtuk sub- 
ject to (i) the existing lease to NEPEX, and (ii) WMECO’s 
retention of title to utility equipment affixed to the 
office building which is not used in connection with the 
operation thereof (said office building and land herein- 
after referred to as the “Office Property”); and that 
simultaneously with such sale, Quinnehtuk (i) obtain 
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from Hartford National Bank and Trust Company and 
Mechanics Savings Bank of Hartford, Connecticut, as 
participating co-lenders, mortgage financing in the 
amount of $1,800,000 and (ii) lease back the office 
building to WMECO on a net-net basis. Mechanics Sav- 
ings Bank has issued a commitment to Quinnehtuk for 
financing in that amount which has been accepted 
subject to receipt of approval by the Commission. 


Under the commitment, the term of the mortgage loan 
would be 25 years with interest at the rate of 10-1/8% 
per annum payable on a direct reduction basis with 
annual payments of principal and interest aggregating 
$198,288 (11.016% of the principal amount). Under 
the proposed lease, the term of which would be co-ex- 
tensive with the mortgage term, WMECO would assume 
and pay all expenses incurred in connection with the 
operation of the Office Property, just as it does now 

as owner, and would make to Quinnehtuk, from its 
operating revenues as rental, monthly payments equal 
to the debt service requirements under Quinnehtuk’s 
mortgage. Thus, on the basis of mortgage financing 

of $1,800,000, WMECO’s annual payments on account 
of debt service under the proposed lease would be $198,- 
288, thereby increasing by that amount its annual costs 
associated with the Office Property. Quinnehtuk’s 
right to receive payments under the lease would be 
assigned to Mechanics Savings Bank as additional se- 
curity for the mortgage note. 


The purchase price for the Office Property will be an 
amount equal to WMECO’s original cost thereof (approxi- 
mately $2,240,000) less accrued depreciation (as to the 
office building), which has been computed on a straight- 
line basis, as shown on the books of WMECO as of the 
last day of the most recent fiscal quarter preceding the 
date of sale. As of March 31, 1975, said depreciated 

cost was approximately $1,432,000. 


It is stated that NU’s management has considered, and 
reviewed the cost of, various alternative arrangements 
and sources to the end of securing additional financing 
on the most economical basis consistent with other NU 
financing needs and that the proposed financing plan 
will result in substantially lower financing costs than 
any of the other alternatives considered. 


It is requested that the Commission exempt the issuance 
and sale of the mortgage note from the competitive bid- 
ding requirements of Rule 50 pursuant to clause (a)(5) 
of said rule, on the ground that compliance with such 
requirements, under the circumstances described herein, 
is not necessary or appropriate in the public interest or 
for the protection of investors or consumers. 


No specific consent or approval of any State commission 
or any Federal commission, other than this Commission, 
is required for the transactions proposed. The lease ar- 
rangement may be subject to the general jurisdiction of 
the Massachusetts Department of Public Utilities, but no 
prior approval of said Department is required. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 























gated under the Act (Holding Company Act Release No. 
19077), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 

that no adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19106/July 31, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5689) 


SECOND INTERIM ORDER AUTHORIZING ISSUE 
AND SALE OF NOTES TO BANKS AND TO A DEALER 
INCOMMERCIAL PAPER 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc., 
a registered holding company, has filed an application and 
amendments thereto with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 50(a)(5) promulgated there- 
under regarding the following proposed transactions. 


Ohio requested authorization pursuant to Section 6(b) 
of the Act for the issue and sale of short-term debt obli- 
gations not to exceed $270,000,000 outstanding at any 
one time during the period ending June 30, 1976. Ohio 
also requested exception from the competitive bidding 
requirements of Rule 50 with respect to commercial 
paper included in the requested authorization. 


Ormet Corporation (“objector”) has objected to the 
proposal and requested a hearing thereon. By interim 
order of June 30, 1975 (HCAR No. 19070), this Com- 
mission authorized Ohio to incur short-term borrowings 


through July 31, 1975, in an aggregate principal amount 
not to exceed $175,000,000 outstanding at any one 
time. 


Ohio has filed by amendment a request for further inter- 
im relief through August 31, 1975, in an aggregate prin- 
cipal amount not to exceed $190,000,000 outstanding at 
any one time. Such request is supported by statements 
as to its estimated expenditures and sources of funds. 
Ohio requires short-term borrowing authority during the 
pendency of this proceeding. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied, and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted in part: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that Ohio be, and 
it hereby is, authorized effective forthwith, to incur 
short-term borrowings through August 31, 1975, in an 
aggregate principal amount not to exceed $190,000,000 
outstanding at any one time, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


IT IS FURTHER ORDERED, that jurisdiction be, and 
it hereby is, reserved to grant the furthe relief applied 
for in whole or in part. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19107/July 31, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5688) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND A DEALER IN COMMERCIAL PAPER 
AND GRANTING EXCEPTION FROM COMPETITIVE 
BIDDING 


Indiana & Michigan Electric Company (“1&M’’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed an application and amendments thereto with 
this Commission pursuant to Section 6(b) of the Public 
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Utility Holding Company Act of 1935 (“Act’’) and 
Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


1&M has requested that, from the date of the granting 
of this application to June 30, 1976, the exemption 
from the provisions of Section 6(a) of the Act afford- 
ed to it by the first sentence of Section 6(b) of the Act, 
relating to the issue of short-term notes, be increased 

to the extent necessary to cover the issuance and sale 

of notes to banks, to dealers in commercial paper and 
demand notes to bank trust departments in an aggre- 
gate amount not to exceed $165,000,000 outstanding 
at any one time. In no event will the amount outstand- 
ing be in excess of the maximum amount allowable both 
under its Articles of Acceptance and the consent granted 
by its Cumulative Preferred stockholders permitting an 
increase in the amount of unsecured short-term debt 
that 1&M could incur. The notes are to be issued from 
time to time prior to June 30, 1976, as funds may be 
required, provided that none of the notes, commercial 
Paper, and demand notes to bank trust departments 

will mature later than December 31, 1976. 


By interim order of June 30, 1975 (HCAR No. 19068), 
this Commission authorized 1&M to incur short-term 
borrowings through July 31, 1975, in an aggregate prin- 
cipal amount not to exceed $160,000,000 outstanding 
at any one time. Jurisdiction was reserved to grant the 
further relief applied for in whole or in part upon a 
proper showing of the facts in connection therewith. 


1&M has filed by amendment a statement of its esti- 
mated expenditures and sources of financing for the 
period covered by its application establishing its need 
for $160,000,000 of the $165,000,000 authorization 
requested for the period covered by the request. 


1&M requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and 
sale of its commercial paper pursuant to paragraph 
(a)(5) thereof on the grounds that it is not practicable 
to invite competitive bids for commercial paper and 
that current rates for commercial paper of prime bor- 
rowers such as 1&M are published daily in financial 
publications. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable provisions of the Act and 

the rules thereunder are satisfied, and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application, as amended, be granted 
in part: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that 1&M be, and 
it hereby is, authorized effective forthwith, to incur 
short-term borrowings through June 30, 1976, in an 
aggregate principal amount not to exceed $160,000,- 
000 outstanding at any one time, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED, that jurisdiction be, and it 
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hereby is, reserved to grant the further relief applied 
for in whole or in part. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19108/July 31, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5687) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND A DEALER IN COMMERCIAL 
PAPER AND GRANTING EXCEPTION FROM COM- 
PETITIVE BIDDING 


Appalachian Power Company (““Appalachian’’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed an application and amendments thereto with 
this Commission pursuant to Section 6(b) of the Pub- 
lic Utility Holding Company Act of 1935 (“Act”) and 
Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


Appalachian has requested that, from the date of the 
granting of this application to June 30, 1976, the ex- 
emption from the provisions of Section 6(a) of the Act 
afforded to it by the first sentence of Section 6(b) of 
the Act, relating to the issue of short-term notes, be 
increased to the extent necessary to cover the issuance 
and sale of notes to banks and to dealers in commercial 
paper in an aggregate amount not to exceed $200,000,- 
000 outstanding at any one time. In no event will the 
amount outstanding be in excess of the maximum 
amount allowable both under its Articles of Associa- 
tion and the consent granted by its Cumulative Pre- 
ferred stockholders permitting an increase in the 
amount of unsecured short-term debt that Appalachian 
could incur. The notes are to be issued from time to 
time prior to June 30, 1976, as funds are required, 
provided that none of the notes or commercial paper 
will mature later than December 31, 1976. 


By interim order of June 30, 1975 (HCAR No. 19069), 
this Commission authorized Appalachian to incur 
short-term borrowings through July 31, 1975, in an 
aggregate principal amount not to exceed $100,000,000 
outstanding at any one time. Jurisdiction was reserved 























to grant the further relief applied for in whole or in part 
upon a proper showing of the facts in connection there- 
with. 


Appalachian has filed by amendment a statement of its 
estimated expenditures and sources of financing for the 
period covered by its application which establishes its 
need for $115,000,000 of the $200,000,000 authoriza- 
tion requested for the period covered by the request. 


Appalachian requests exception from the competitive 
bidding requirements of Rule 50 for the proposed issue 
and sale of its commercial paper pursuant to paragraph 
(a)(5) thereof on the grounds that it is not practicable 
to invite competitive bids for commercial paper and the 
current rates for commercial paper for prime borrowers 
such as Appalachian are published daily in financial pub- 
lications. 


The Virginia State Corporation Commission has auth- 
orized Appalachian to incur short-term debt not to 
exceed an aggregate outstanding amount of $125,000,- 
000 through September 30, 1975. No other state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied, and that no adverse find- 
ings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted 

in part: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that Appalachian be, 
and it hereby is, authorized effective forthwith, to incur 
short-term borrowings through June 30, 1976 in an aggre- 
gate principal amount not to exceed $115,000,000 out- 
standing at any one time, subject to the requisite authori- 
zation by the Virginia Commission beyond September 

30, 1975, and subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved to grant the further relief applied for 
in whole or in part. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19109/July 31, 1975 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 41101 


(70-5691) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


Kentucky Power Company (‘‘Kentucky’’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc. (“AEP”), a registered holding company, 
has filed an application and amendments thereto with 
this Commission pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 50(a)(2) promulgated thereunder regarding the 
following proposed transaction. 


Kentucky has requested that, from the date of the 
granting of this application to June 30, 1976, the ex- 
emption from the provisions of Section 6(a) of the 

Act afforded to it by the first sentence of Section 6(b), 
relating to the issue of short-term notes, be increased 
to provide that the aggregate principal amount of all 
short-term notes outstanding at any one time shall not 
exceed $20,000,000. None of such notes shall mature 
later than December 31, 1976. 


By interim order of July 1, 1975 (HCAR No. 19073), 
this Commission authorized Kentucky to incur short- 
term borrowings through July 31, 1975, in an aggre- 
gate principal amount not to exceed $10,000,000 
outstanding at any one time. Jurisdiction was reserved 
to grant the further relief applied for in whole or in 
Part upon a proper showing of the facts in connection 
therewith. 


Kentucky has filed by amendment a statement of its 
estimated expenditures and sources of financing for the 
period covered by its application which establishes its 
need for the full $20,000,000 authorization requested 
for the period covered by the request. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied, and that no adverse find- 
ings are necessary ; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that said applica- 
tion, as amended, be, and it hereby is, granted forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED, that the jurisdiction here- 
tofore reserved be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8866/July 28, 1975 


In the Matter of 


MULTIPLE MATURITY TAX-EXEMPT BOND TRUST, 
FIRST SERIES (AND SUBSEQUENT SERIES) 


PRESCOTT, BALL & TURBEN 
900 National City Bank Building 
Cleveland, Ohio 44114 


ADVEST CO. 
6 Central Row 
Hartford, Connecticut 06103 


BOETTCHER AND COMPANY 
828 Seventeenth Street 
Denver, Colorado 80202 


BUTCHER & SINGER 
1500 Wainut Street 
Philadelphia, Pennsylvania 19102 


A. G. EDWARDS & SONS, INC. 
One North Jefferson 
St. Louis, Missouri 63103 


FOSTER & MARSHALL INC. 
205 Columbia Street 
Seattle, Washington 98104 


LOEWI & CO. INCORPORATED 
225 East Mason Street 
Milwaukee, Wisconsin 53202 


THE ROBINSON-HUMPHREY COMPANY, INC. 
Two Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(812-3814) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM PROVISIONS OF SECTION 
14(a) AND 22(d) AND FROM RULES 19b-1 AND 
22c-1 


Multiple Maturity Tax-Exempt Bond Trust, First 
Series (“Fund”), a unit investment trust registered 
under the Investment Company Act of 1940 (“Act’’) 
and its sponsors, Prescott, Ball & Turben, Advest Co., 
Boettcher and Company, Butcher & Singer, A. G. Ed- 
wards & Sons, Inc., Foster & Marshall Inc., Loewi & 
Co. Incorporated and The Robinson-Humphrey Com- 
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pany, Inc. (“Sponsors”) (hereinafter the Sponsors and 
the Fund are collectively referred to as Applicants”) 
filed an application on May 30, 1975, and amendments 
thereto on June 17 and 25, 1975, pursuant to Section 
6(c) of the Act for an order of the Commission exempt- 
ing the Fund (and subsequent Series) from compliance 
with the provisions of Section 14(a) of the Act, exempt- 
ing certain pricing practices in the offering of units of 
the Fund by or through the Sponsors from the provi- 
sions of Section 22(d) of the Act, and exempting fre- 
quency of the capital gains distributions of the Fund 
and the secondary market operations of Sponsors from 
the provisions of Rule 19b-1 and Rule 22c-1, respec- 
tively, under the Act. 


On July 3, 1975, a notice (Investment Company Act 
Release No. 8846) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportun- 
ity to request a hearing and stated that an order dispos- 
ing of the application would be issued, as of course un- 
less a hearing should be ordered. No request for a hear- 
ing has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 

interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 14(a) and 22(d) and from Rules 19b-1 and 
22c-1 is hereby granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8867/July 28, 1975 


In the Matter of 


SCHRODER NAESS & THOMAS 
61 Broadway 
New York, New York 


(812-3821) 


ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
EXEMPTION APPLICANT FROM THE PROVISIONS 
OF SECTION 9(a) OF THE ACT 


Schroder Naess & Thomas (“Naess”) filed an application 
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pursuant to Section 9(c) of the Investment Company Act 
of 1940 (“the Act’) on June 18, 1975 for an order per- 
manently exempting Naess and any companies of which 

it presently is an affiliated person including Naess & Thom- 
as Special Fund, Inc. (“Fund”) (collectively the “Appli- 
cants’”’), from the provisions of Section 9(a) of the Act. 


On June 18, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8828) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the informa- 
tion therein unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested permanent exemption, pursu- 
ant to Section 9(c) of the Act from the provisions of 
Section 9(a) of the Act as noted below is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT iS ORDERED, pursuant to Section 9(c) of the Act 
that Naess and any companies of which it presently is 
an affiliated person, including the Fund are hereby per- 
manently exempted from the provisions of Section 9(a) 
of the Act operative as a result of the entry of the in- 
junction against Naess and the Fund in Securities and 
Exchange Commission v. F. L. Salomon & Co., et al. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8868/July 30, 1975 


in the Matter of 


WELLINGTON FUND, INC. 

WINDSOR FUND, INC. 

IVEST FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
EXETER FUND, INC. 

GEMINI FUND, INC. 

EXPLORER FUND, INC. 

W. L. MORGAN GROWTH FUND, INC. 
WELLESLEY INCOME FUND, INC. 
WESTMINSTER BOND FUND, INC. 

FUND FOR FEDERAL SECURITIES, INC. 
TDP&L INVESTMENT ACCOUNT “A”, INC. 


P.O. Box 823 
Valley Force, Pennsylvania 19482 


WELLINGTON MANAGEMENT COMPANY 
THORNDIKE, DORAN, PAINE & LEWIS, INC. 


28 State Street 
Boston, Massachusetts 02109 


(812-3781) 


ORDER PERMITTING CERTAIN TRANSACTIONS 
PURSUANT TO RULE 17d-1 UNDER THE ACT AND 
GRANTING CONFIDENTIAL TREATMENT PURSU- 
ANT TO SECTION 45(a) OF THE ACT 


On July 3, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8845) of an application by Welling- 
ton Fund, Inc., Windsor Fund, Inc., Ivest Fund, Inc., 
Trustees’ Equity Fund, Inc., Exeter Fund, Inc., Gemini 
Fund, Inc., Explorer Fund, Inc., W. L. Morgan Growth 
Fund, Inc., Wellesley Income Fund, Inc., Westminster 
Bond Fund, Inc., Fund for Federal Securities, Inc., 

and TDP&L Investment Account “A”, Inc. (“Funds”), 
diversified management investment companies registered 
under the Investment Company Act of 1940 (““Act’’), 
Wellington Management Company (“WMC”), the in- 
vestment adviser to each of the Funds except TDP&L 
Investment Account “A”, Inc. (“Account A”), and 
Thorndike, Doran, Paine & Lewis, Inc., a wholly-owned 
subsidiary of WMC and the investment adviser to Account 
A (collectively, “Applicants”) filed on March 12, 1975, 
for an order pursuant to Rule 17d-1 under the Act per- 
mitting Applicants to sell jointly certain computer soft- 
ware systems, and pursuant to Section 45(a) of the Act 
granting confidential treatment to certain documents 
relating to such sales. The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 

not ordered a hearing. 


The matter has been considered and it is found that the 
participation of each Fund in the proposed transactions 
and arrangements is consistent with the provisions, poli- 
cies and purposes of the Act and is not on a basis less 
advantageous than that of the other participants; and 
that public disclosure of certain documents relating to 
such transactions and arrangements is neither necessary 
nor appropriate in the public interest or for the protec- 
tion of investors. Accordinaly, 


IT IS HEREBY ORDERED, pursuant to Rule 17d-1 

under the Act, that the application for an order permitting 
the proposed transactions is hereby granted, effective 
forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 45(a) 
of the Act, that confidential treatment be granted to 
certain documents filed by Applicants relating to the 
arrangements among the Applicants and arrangements 
between Applicants and Monchik-Weber Associates, Inc., 
as set forth in the application. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


SEC DOCKET/489 








George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8869/July 30, 1975 


In the Matter of 


SENTRY LIFE INSURANCE COMPANY 
SENTRY VARIABLE ANNUITY ACCOUNT 1 
SENTRY EQUITY SERVICES, INC. 


1421 Strongs Avenue 
Stevens Point, Wisconsin 54481 


(812-3776) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR EX- 
EMPTION FROM THE PROVISIONS OF SECTIONS 
22(d), 26(a) AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Sentry Life Insurance 
Company (“Sentry Life”), a stock life insurance com- 
pany incorporated under the laws of the State of Wis- 
consin, Sentry Variable Annuity Account 1 (“Separate 
Account”), a unit investment trust registered under the 
Investment Company Act of 1940 (“‘Act’’), and Sentry 
Equity Services, Inc. (“Equity Services”), a Delaware 
corporation and principal underwriter for Separate Ac- 
count (collectively “Applicants”’), filed an application 
on March 7, 1975, and amendments thereto on June 2 
and July 21, 1975, pursuant to Section 6(c) of the Act 
for an order of exemption from the provisions of Sections 
22(d), 26(a), and 27(c)(2) of the Act. All interested per- 
sons are referred to the application on file with the Com- 
mission for a statement of the representations contained 
therein, which are summarized below. 


Sentry Life is a 99.5% subsidiary of The Sentry Corpora- 
tion, a Texas corporation. The Sentry Corporation is a 
wholly-owned subsidiary of Sentry Insurance, a mutual 
company which, directly or through its subsidiaries, con- 
trols a complex of insurance and other companies. As 

of December 31, 1974, Sentry Life had total assets of 
$112,014,999, capital and surplus of $12,181,112 and 

a mandatory securities valuation reserve of $87,430. 


Separate Account was established on August 7, 1974. 

It is intended to serve as the funding medium for variable 
annuity contracts to be issued and administered by Sentry 
Life and will invest exclusively in shares of Sentry Fund, 
Inc. (“Fund”), an open-end, diversified management 
investment company registered under the Act. Equity 
Services, a broker-dealer registered under the Securities 
Exchange Act of 1934, is a wholly-owned subsidiary of 
The Sentry Corporation. 


Sentry Life will offer two types of individual contracts: 


(1) periodic premium deferred variable annuity con- 
tracts (“Deferred Contracts”), and (2) single premium 
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immediate variable annuity contracts (“Immediate Con- 
tracts’’). Both fixed and variable payments are available 
under each type of contract. Both types of contracts 

are designed for retirement planning. Under the Deferred 
Contracts, the sales charge will be 81% for each premium; 
administrative expenses will be .5% for each premium 
plus an additional $12.00 per year during the accumula- 
tion period. An additional administrative charge of $8.00 
will be made if the Deferred Contract is issued in connec- 
tion with an H. R. 10 or Individual Retirement Account 
retirement plan. Under the Immediate Contracts, the sales 


and administrative charges will be scaled down from maxi- 


mums of 7% and 2%, respectively, for a premium of less 
than $10,000, to minimums of 3% and 0.6%, respective- 
ly, for premiums of $100,000 or more. Mortality and 
expense risk guarantee premiums under the contracts 
will be .8395% and .2555%, respectively, per annum. 


Section 22(d) 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it to any person except 
at a current offering price described in the prospectus. 


Applicants request exemption from Section 22(d) of the 
Act to permit: 


(1) the sales and administrative charges on Immediate 
Contracts to be based on the total purchase premium. 
Applicants represent that such an exemption will per- 
mit Immediate Contract purchasers who allocate their 
purchase premiums to provide both fixed and variable 
annuity payments to be treated in the same manner as 
Immediate Contract purchasers who allocate the entire 
premium to a single type of annuity payment; 


(2) a beneficiary of a Deferred Contract to apply pro- 
ceeds of the death benefit to provide an Immediate 
Contract without the imposition of any sales and ad- 
ministrative charges. Applicants allege that deductions 
of additional sales and administrative charges from 
monies previously paid would result in unreasonable 
charges; 


(3) an owner of a Deferred Contract to reallocate, as 
of the maturity date, funds from his fixed accumulation 
account to his variable accumulation account without the 
imposition of any sales and administrative charges. Ap- 
plicants state that such a reallocation would be avail- 
able only once and must be elected at least 30 days 
prior to the maturity date. Applicants represent that 
this reallocation privilege would provide each Deferred 
Contract owner with greater flexibility to modify his 
retirement plans. Applicants also state that these funds 
have already been subject to like charges; 


(4) an owner of a Deferred Contract to deposit the 
proceeds from (i) any other contract issued by Sentry 
Life, and (ii) any shareholder account in Fund, to his 
fixed or accumulation account with the imposition of a 
1% charge not to exceed $100 in lieu of any other sales 
and administrative charges. Such deposits are limited to 
a minimum of $1,000 and a maximum equal to the cash 
value of the owner’s Deferred Contract at that time. 
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Applicants state that the availability of such deposits 
provides additional flexibility for the contract owner's 
retirement planning. Applicants also state that the 
proceeds available for such deposits have already been 
subject to sales charges and that a reduced charge 
avoids cumulative sales charges; and 


(5) the purchase of an Immediate Contract with the 
proceeds from (i) any other contract issued by Sentry 
Life, and (ii) any shareholder account in Fund, with 
the imposition of a 1% administrative charge not to 
exceed $500 in lieu of all other sales and administrative 
charges. Applicants state that the reasons in (4) above 
also apply to justify this exemption. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, provide 
in substance that a registered unit investment trust 

and any depositor and principal underwriter for the trust 
are prohibited from selling periodic payment plan certi- 
ficates unless the proceeds of all payments other than 
sales load are deposited with a qualified bank as trustee 
or custodian and held under an indenture or agreement 
containing specified provisions. Such indenture or agree- 
ment must provide, in part, that (1) the custodian bank 
shall have possession of all the property of the unit in- 
vestment trust and shall segregate and hold the same in 
trust; (2) the custodian bank shall not resign until either 
the unit investment trust has been liquidated or a suc- 
cessor custodian has been appointed; (3) the custodian 
may collect fees from the income and if necessary from 
the corpus of the trust for services performed and for 
reimbursement of expenses incurred; and (4) no pay- 
ment to the depositor or principal underwriter shall be 
allowed the custodian bank as an expense, except a fee, 
not exceeding such reasonable amount as the Commis- 
sion may prescribe, as compensation for performing book- 
keeping and other administrative expenses normally per- 
formed by the custodian. 


Applicants request an exemption from Sections 26(a) 
and 27(c)(2) to permit the premiums received under 

the contracts to be held by Sentry Life rather than by a 
custodian or trustee as required under the Act, to per- 
mit Sentry Life to administer Separate Account directly 
in the manner described in the Separate Account’s pro- 
spectus, and otherwise to perform the tasks customarily 
handled by the custodian. 


Applicants state that on each valuation date, net pur- 
chase payments received under the contracts will be 
invested in Fund shares which will be the only assets of 
Separate Account. Applicants also state that the assets 
of Fund are held in custody by Marshall & lisley Bank 
of Milwaukee, Wisconsin, as custodian under an agree- 
ment meeting the requirements of Section 26(a) of the 
Act. Applicants further state that Wisconsin law pro- 
hibits the assets of Separate Account from being 
chargeable for liabilities arising out of Sentry Life's 
other business. 


Applicants submit that the operations of Sentry Life 
and Separate Account are subject to extensive supervi- 
sion and inspection by the Wisconsin Commissioner of 


Insurance. Applicants also state that all of Sentry 
Life’s assets are available to meet its obligations and 
expenses under the variable annuity contracts. 


Applicants consent that the exemptions requested from 
Sections 26(a) and 27(c)(2) may be subject to the con- 
ditions (1) that the charges under the contracts for ad- 
ministrative services shall not exceed such reasonable 
amounts as the Commission shall prescribe, jurisdiction 
being reserved to the Commission for such purpose, and 
(2) that the payment of sums and charges out of the 
assets of Separate Account shall not be deemed to be 
exempted from regulation by the Commission by reason 
of the requested order, provided that Applicants’ con- 
sent to these conditions shall not be deemed to be a 
concession to the Commission of authority to regulate 
the payment of sums and charges out of such assets, 
other than the charges for administrative services, and 
Applicants reserve the right, in any proceeding before 
the Commission or in any suit or action in any court, 
to assert that the Commission has no authority to regu- 
late the payment of such other sums and charges. 


Section 6(c) of the Act provides, in part, that the Com- 
mission, by order upon application, may conditionally 
or unconditionally exempt any person, security, or 
transaction from any provision or provisions of the 
Act, or of any rule or regulation thereunder, if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 25, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to nature of his interest, and the reason for such re- 
quest, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mail- 
ing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney 
at law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7003/July 25, 1975 


SEC v. ROBERT L. VESCO, et al. 
72 Civ. 5001 (CES) SDNY 


The Securities and Exchange Commission announced 
today that on July 21, 1975 Judge Charles E. Stewart, 
United States District Judge for the Southern District 
of New York, issued an Order of Permanent Injunc- 
tion enjoining defendant Allan C. Butler (“Butler’’) 
from further violations of the antifraud provisions 

of the Securities Exchange Act of 1934. Butler con- 
sented to the entry of the injunction without admitting 
or denying the allegations of the Complaint. Butler was 
allegedly, at times relevant to the complaint, Chairman 
of the Board of defendant Butlers Bank, a bank formed 
under the laws of the Bahamas. 


For further information see Litigation Release No. 5643/ 
November 27, 1972. 





Litigation Release No. 7004/July 25, 1975 


SEC v. DOWDLE OIL CORPORATION 
(W.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commis- 
sion today announced that on July 16, 1975, Federal 
District Judge D. W. Suttle at San Antonio, entered an 
order of permanent injunction by consent enjoining 
Dowdle Oi! Corporation and Nash J. Dowdle, both of 
Midland, Texas, from further violations of the antifraud 
and reporting requirements of the federal securities 
laws. 


The defendants consented to the entry of the foregoing 
order without admitting or denying the allegations of 
the Commission’s complaint which was filed in Federal 
District Court at Midland, Texas on July 8, 1975. 


The complaint charged the defendants with violations 
of the antifraud and reporting requirements of the 
federal securities laws arising from overstated revenues 
and income reported by Dowdle Oil Corporation for the 
second and third quarters of 1974. The overstated 
figures appeared in news releases, a magazine article 

and quarterly reports on Form 10-0 filed by Dowdle 
Oil Corporation. 
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Litigation Release No. 7005/July 25, 1975 


UNITED STATES v. JOE GEBRON, JR. AND 
ALAN M. WEISS 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth 


Regional Office of the Securities and Exchange Commis- 


sion, and Frank D. McCown, United States Attorney for 
the Northern District of Texas, announced that on July 
18, 1975, Federal District Judge Eldon B. Mahon, at 
Fort Worth, sentenced Joe Gebron, Jr. and Alan M. 
Weiss, both of Dallas, to six months imprisonment. 

The Court suspended all but 60 days of the prison 

term on Gebron and suspended all but 30 days of 

the prison term on Weiss, placing both on probation 

for one year. 


The Court had on June 27, 1975, found Weiss guilty of 
one count of a Criminal Information following his plea 
of nolo contendere. Previously, Gebron had been found 
guilty on January 22, 1974, following his plea of nolo 
contendere to one count of the same Information. 


The Information, which was filed on September 26, 
1973, charged Weiss and Gebron with two counts of 
criminal contempt of an Order of Permanent Injunc- 
tion entered by Judge Mahon on October 24, 1972, 
which permanently enjoined Weiss and Gebron from 
violations of the registration and antifraud provisions 
of the federal securities laws. The Information charged 
that Weiss and Gebron had, in the offer and sale of 
investment contracts issued by Real-Tex Enterprises, 
Inc., Dallas, during the period October 24, 1972, 
through June 1, 1973, willfully violated the permanent 
injunction and were in criminal contempt of the 
Court's Order. 


For further information, see Litigation Release Nos. 
5534, 5590, 5832, 5930, 6084, 6214 and 6973. 





Litigation Release No. 7006/July 25, 1975 


SEC v. SAVOY INDUSTRIES, INC., et al. 
(D.D.C. Civ. Action No. 74-1711) 


The Securities and Exchange Commission announced 
that on July 18, 1975, the Honorable John Pratt of 
the United States District for the District of Columbia 
permanently enjoined Lee Mansdorf (““Mansdorf”’) of 
Los Angeles, California, from violations of the anti- 
fraud provisions of the Securities Acts and the report- 
ing provisions of the Securities Exchange Act of 1934 
and the rules and regulations promulgated thereunder. 











The Commission’s Complaint, filed on November 22, 1974, 
against Mansdorf and five other defendants, alleged among 
other things that Mansdorf participated in a scheme to 
conceal the role of a certain individual as a controlling 
factor in the acquisition of Savoy Industries, Inc. (*’Sa- 
voy”). As part of the consent, Mansdorf has agreed to 

file with the Commission amended reports disclosing as 
fully as possible the identity and background of all 

persons involved in the acquisition of the Savoy 

shares and the purpose behind the acquisition. Mans- 

dorf will also place all shares of Savoy common stock 
acquired by him in connection with agreement entered 
into by Mansdorf, Savoy and others in a voting trust 

for as long as he shall own those shares and is prohibited 
from disposing of said shares for two years from the date 
of entry of the order. Mansdorf consented to the injunc- 
tion permanently enjoining him without admitting or 
denying the allegations of the Complaint. 


For further information see Litigation Release No. 6600. 





Litigation Release No. 7007/July 28, 1975 


SEC v. SAMUEL WEISBERGER, RIFKY WEISBERGER, 
JEREMIAS KRAMER 
(SONY May 29, 1975 74 Civ. 4450) 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission 
(“Commission”) announced that on May 29, 1975 
United States District Judge Lee P. Gagliardi issued 

an opinion containing Findings of Fact and Conclu- 
sions of Law wherein he found that Rifky Weisberger 
and Jeremias Kramer, of Brooklyn, New York had 
violated and Samuel Weisberger, also of Brooklyn, 

New York had aided and abetted violations of Sec- 
tion 10(b) of the Securities Exchange Act of 1934 
(“Exchange Act’) and Rule 10b-4 thereunder in con- 
nection with their short tender of the common stock 
of Marcor Inc. 


The Court found that the defendants had tendered to 
Mobil Oil Corporation (““Mobil’’) 5,000 shares of 
Marcor Inc. common stock (tender price - $35 per 
share) pursuant to the Mobil tender offer in August 
1974 at a time when the defendants did not in fact 
own such securities. At the termination of the tender 
offer, the defendants purchased in the open market 
5,000 shares of Marcor Inc. common stock at prices 
ranging from $21 to $23.50 per share to cover the 
securities and thereafter delivered the stock certifi- 
cates to complete the transaction. 


The Court granted the Commission's application for 

a permanent injunction enjoining defendant Samuel 
Weisberger from future violations of Section 10(b) 

of the Exchange Act and Rule 10b-4 with respect to 
any security and ordered rescission of the illegal short 


tender. The Court denied the Commission’s applica- 
tion for permanent injunctive relief against Rifky 
Weisberger and Jeremias Kramer. 


For further information see Litigation Release No. 
6554. 





Litigation Release No. 7008/July 28, 1975 


SEC v. GERALD GREENSPAN a/k/a JAY GREENE 
(EW) 75 Civil 2826 


The New York Regional Office announced today that 
on July 7, 1975, the Honorable Edward Weinfeld of 
the United States District Court for the Southern Dis- 
trict of New York issued a permanent injunction, on 
consent, against Gerald Greenspan a/k/a Jay Greene, 
enjoining said defendant from further violations of 
the antifraud provisions of the Securities Exchange 
Act of 1934. 


The Commission’s Complaint alleged that Greenspan 
was engaged in a scheme to artificially raise and main- 
tain the price of the common stock of Family Record 
Plan, incorporated (“FRP’’) by effecting a series of 
transactions in said stock for the purpose of inducing 
the purchase and sale of FRP stock at the inflated 
price. As part of his scheme, Greenspan was alleged 
to have dominated and controlled the trading market 
for FRP common stock as well as to have effected 
“wash sales” and “matched order” transactions 
through controlled and nominee accounts. F RP 
common stock is traded on the American and Pacific 
Stock Exchanges. 


For further information, see Litigation Release No. 
6954 (June 30, 1975). 





Litigation Release No. 7009/July 28, 1975 


SEC v. PACIFIC COAST PROPERTIES, INC. 
(District of Columbia Civ. Action No. 75-0691) 


The Securities and Exchange Commission (““Commission”’} 
announced that on July 16, 1975, United States District 
Judge John J. Sirica filed a final order by consent com- 
pelling the filing by Pacific Coast Properties, Inc. (“PCP’’) 
Santa Monica, California (1) of its Form 10-K Report 

for its fiscal year ended December 31, 1974, in proper 
form and content, on or before June 30, 1975; and (2) 

of its Form 10-O quarterly report for the fiscal period 
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ended March 31, 1975 on or before July 15, 1975. 
The Order permanently enjoins PCP from failing 
timely to file in proper form current and periodic 
reports in contravention of Section 13(a) of the 
Securities Exchange Act of 1934 and the rules there- 
under. 


On March 31, 1975 at the company’s request trading 
in the securities of PCP was halted on the American 
Stock Exchange because of the delay in completing 
the December 31, 1974 audit. 





Litigation Release No. 7010/July 28, 1975 


SEC v. FIELDS, GRANT AND COMPANY, et al. 
(N.D. CA No. C-75-1519 RFP) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate 
Regional Administrator of the San Francisco Branch 
Office, announced the filing of a complaint in the 
United States District Court for the Northern Dis- 
trict of California on July 21, 1975, against Fields, 
Grant and Company (“FG&C.”), a registered invest- 
ment adviser in Menlo Park, California, Randall K. 
Fields (“Fields”), a major shareholder and president 
of FG&Co and Robert A. Grant (““Grant’’), a share- 
holder and former officer of FG&Co, charging vio- 
lations of the antifraud and reporting provisions of 
the Investment Advisers Act of 1940. 


The Commission’s complaint alleges that: 


1. FG&Co and Fields failed to disclose FG&Co’s pre- 
carious financial condition to its existing and pro- 
spective advisory clients; 


2. FG&Co, Fields and Grant recommended three 
partnerships as investments to clients without dis- 
closing that the defendants were receiving fees 
from the general partners of these partnerships; 


3. the defendants caused a real estate limited partner- 
ship of which they were general partners to make im- 
proper loans of partnership funds to third parties; 


4. the defendants failed to amend FG&Co’s registra- 
tion with the Commission with respect to the type of 
business in which FG&Co was engaged; and 


5. FG&Co and Fields misrepresented in advertise- 
ments and otherwise the services provided by FG&Co 
and the terms and extent of such services. 


The complaint seeks injunctive relief against the de- 
fendants and an order requiring FG&Co and Fields 
to provide accurate financial information concerning 


FG&Co to FG&Co’s current investment advisory clients. 
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Litigation Release No. 7011/July 28, 1975 


SEC v. SUPREME OIL AND GAS CORPORATION, 
SUNSET DEVELOPMENT COMPANY, INC., 
FRANCIS K. COOK 

(N.D. Ca) 


Gerald E. Boltz, Regional Administrator of the Los 
Angeles Regional Office, and Leonard H. Rossen, 


Associate Regional Administrator of the San Francisco 
Branch Office, announced the entry on June 11, 1975, 


of Final Judgments in the United States District Court 


in San Francisco against Supreme Oil and Gas Corpora- 
tion (“Supreme”), a California corporation with princi- 


pal offices in Pleasant Hill, California, Sunset Develop- 


ment Company, Inc. (“Sunset’”’), a Nevada corporation 


with principal offices in Pleasant Hills, California, and 
Francis K. Cook (“Cook”) of Danville, California. 


The Compiaint, which was filed on January 17, 1975, 
alleged that Cook initiated and pursued a scheme 
whereby Sunset purchased 52 percent of Supreme’s 
outstanding shares, then transferred approximately 
one-half of these restricted shares without considera- 
tion to Cook, who resold the-shares to the investing 
public. In connection with the sales of these shares, 
the defendants made misstatements of material facts 
as to the registration and marketability of the shares, 
the future price of the shares, and the use of the pro- 
ceeds. In addition, the defendants omitted to state 
that the price of the shares sold was established arbi- 
trarily, that the company was insolvent with no im- 
minent prospect of becoming profitable, and that the 
new shares offered were those of Cook, not of a new 
issue. 


The Complaint further alleged that defendant Supreme 


is seriously delinquent in filing periodic reports with 
the Commission. 


By the terms of these Judgments, to which the defend- 


ants consented, without admitting or denying the alle- 
gations of the Complaint, the defendants are perma- 
nently enjoined from violations of the registration and 
antifraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934. 


For further information, see Litigation Release No. 
6698. 





Litigation Release No. 7012/July 28, 1975 


SEC v. WHEATHEART, INC., et al. 
(N.D. Tex.) 























Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced today that on July 22, 1975, Fed- 
eral District Judge Halbert O. Woodward for the 
Northern District of Texas, at Lubbock, entered an 
order of permanent injunction by consent against 
Linda L. Whitford, Perryton, Texas, and orders of 
preliminary injunction by consent against Edward 

0. Buddy of Dodge City, Kansas, and Larry Sanders, 
of Waco, Texas. The defendants consented without 
admitting or denying the allegations in the Commis- 
sion’s complaint. 


The complaint, originally filed on May 27, 1975, in 
Federal District Court at Amarillo, Texas, charged 
Wheatheart, Inc., Wheatheart Cattle Company, and 
twelve other defendants, including Whitford, Buddy, 
and Sanders, with violations of the antifraud provi- 
sions of the federal securities laws in connection 

with the offer and ssle of limited partnership inter- 
ests in cattle feeding funds. 


For further information, see Litigation Release No. 
6908. 





Litigation Release No. 7013/July 28, 1975 


SEC v. BEISINGER INDUSTRIES CORP., et al. 
(D.C. Civil Action No. 75-1180) 


The Securities and Exchange Commission announced 
on July 23, 1975, that it instituted a civil injunctive 
action in the United States District Court for the Dis- 
trict of Columbia against Beisinger Industries Corp. 
(“BIC”), BIC International Establishment (“Estab- 
lishment’), Beisinger Industries of Canada (“Canada”’), 
Court J. Beisinger and Jeanette H. Beisinger (“The 
Beisingers’’). The suit seeks to preliminarily and per- 
manently enjoin violations of the antifraud and re- 
porting provisions of the federal securities laws. In 
addition, the Complaint asks for the appointment 

of a special master for BIC, an accounting and dis- 
gorgement of wrongfully diverted assets. 


The Commission’s Complaint alleges that in 1973, the 
defendants diverted and misappropriated the assets of 
BIC, a Delaware Corporation with its principal place 
of business in Taunton, Massachusetts, by causing 

BIC to provide in excess of one million dollars to its 
wholly-owned subsidiary Beisinger International Corp. 
(“International’’) which had been established in Lux- 
embourg. The funds were used for, among other things, 
the purchase of over half the stock of Wandplatten 
Fabrik Engers Gmbh, (“Engers”’) a West German lim- 
ited liability company. According to the Complaint 
the Defendants then caused BIC to transfer Interna- 


tional, including International’s approximately $1,000,- 


000 investment in Engers, to its parent, defendant Can- 
ada, a Canadian Corporation which is wholly owned 


by Establishment, a Liechtenstein company wholly 
owned by the Beisingers, for $9,500. The Complaint 
alleges that the Defendants thereby caused BIC to 
divest itself of International including the Engers in- 
vestment without securing or obtaining repayment 
of the funds provided to International by BIC. 


The Complaint further alleges that the Defendants 
concealed material aspects of these transactions in 
reports filed with the Commission on 1973 and 1974 
and that BIC filed on a delinquent basis or failed to 
file reports required to be filed with the Commission. 


The Commission has moved for a preliminary injunc- 
tion and the appointment of a special master. No date 
has been set for the hearing on this motion. 





Litigation Release No. 7014/July 28, 1975 


SEC v. NATIONAL ACCOUNTS SERVICE ASSO- 
CIATION, INC., et al. 
(N.D. Alabama, CA 75L0757NE) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on July 24, 1975, the Honorable Sey- 
bourn H. Lynne, United States District Court Judge for 
the Northern District of Alabama, at Birmingham, issued 
an order permanently enjoining Ernest C. McAlister, 

of Huntsville, Alabama, from violations of the regis- 
tration requirements and antifraud provisions of the 
Securities Act of 1933 and antifraud provisions of the 
Securities Exchange Act of 1934 in connection with 
the offer and sale of the promissory notes of National 
Accounts Service Association, Inc., or any other secur- 
ity. McAlister consented to the entry of the order with- 
out admitting or denying the allegations of the Commis- 
sion’s complaint. 


For further information see Litigation Release Nos. 
6943 and 6986. 





Litigation Release No. 7015/July 28, 1975 


SEC v. PARTNERSHIP MANAGEMENT 
ASSOCIATES, INC., et al. 
(N.D. Ill. Eastern Division, 75 C 1659) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced that on July 11, 1975, the Hon- 
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orable Abraham Marovitz, United States District Judge 
for the Northern District of Illinois, Eastern Division 
entered a final judgment of permanent injunction 
against Robert Haase of Mount Prospect, Illinois per- 
manently enjoining Robert Haase from violations of 
the antifraud provisions of the Federal securities laws 
in the offer and sale of securities, namely limited part- 
nership interests. 


The Defendant consented to the above judgment with- 
out admitting or denying the allegations of the Com- 
mission’s complaint. 


For further information, see Litigation Release No. 
6921. 





Litigation Release No. 7016/July 28, 1975 


US v. BARON, et al. 


William D. Moran, Regional Administrator of the New 
York Regional Office and Paul C. Curran, United States 
Attorney for the Southern District of New York an- 
nounced that the Honorable Dudley B. Bonsal, United 
States District Judge, imposed the following sentences 
in the case of United States v. Baron, et al., 74 Crim. 
1226 (SDNY): 


Date of 


Defendant Sentence Sentence 


George Van Aken 5/15/75 3 years imprison- 
ment and $5,000 
fine. 

Stephen R. Hill 5/22/75 1 year imprison- 
ment and $5,000 
fine. 

William McLeod 5/22/75 1 year suspended 
sentence and 2 
years probation. 
Barry M. Ross 5/22/75 1 year imprison- 
ment, with 3 
months to be 
served in jail, 
remainder sus- 
pended, and 2 
years probation. 
5/22/75 


Erwin Gerstenzang 1 year probation. 


Richard G. Orpheus 5/22/75 
ment and 2 years 


probation. 
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William Drew 


John J. Santiago 


3 months imprison- 





5/22/75 6 months imprison- 
ment, sentences of 
1 year each on 7 
counts suspended, 
and 2 years proba- 
tion. 

Robin C. Baron 5/28/75 9 months imprison- 
ment and $5,000 
fine. 

Eric Blitz 5/29/75 1 year imprison- 
ment and $5,000 
fine. 

5/29/75 1 year imprison- 
ment with 6 
months suspend- 
ed and 2 years 
probation. 
6/9/75 


Peter B. Rosenthal 1 year imprison- 


ment with 6 months 


suspended, 1 year 

probation and 

$10,000 fine. 
Peter Horvat 6/17/75 6 months imprison- 
ment, 2 years pro- 
bation and $10,000 
fine. 


Defendants Gerstenzang, Hill, McLeod, Rosenthal, Ross, 
Santiago and Van Aken pled guilty to one count of con- 
spiracy. Defendant Baron pled guilty to one count of 
substantive violations of the securities laws. Defendants 
Horvat, Orpheus, Blitz and Drew were found guilty on 
March 5, 1975 after a five week jury trial, in which one 
defendant, Robert J. Rosan, was acquitted. Two defend- 
ants, Robert Turco and Frank Kadison, remain to be 
tried. Trial on the counts of perjury charged against de- 
fendants Horvat and Ross were severed from the trial in 
chief and remain to be tried. 


The execution of sentences of defendants Horvat, Blitz, 
Drew and Orpheus was stayed pending appeal. 


The defendants were indicted on August 9, 1974 ina 
twenty-four (24) count indictment charging mail fraud, 
conspiracy to violate and substantive violations of the 
federal securities laws involving a scheme to manipulate 
the price of the common stock of Elinvest, Inc. (“Elin- 
vest’), and to dispose of personal holdings of Elinvest 
stock by means of false statements, undisclosed bribes 
and threats of physical violence. 


The indictment charged that the defendants, functioning 
in various roles of attorneys, broker-dealers, traders and 
shareholders of Elinvest stock, caused Elinvest, a corpor- 
ate shell, to acquire Leisure Time Marine Corp. 
(“LTMC”). Three million Elinvest shares were ex- 
changed for the assets of LTMC, and were subsequently 
distributed to LTMC shareholders. The Elinvest shares 
were unregistered and were sold to the public, certain 





~““—ar- 

















hs 


““ar- 








individuals and a mutal fund pursuant to fraudulent 
opinion letters of counsel. Other defendants were 
responsible for artificially inflating the prices of the 
shares by manipulative transactions which decreased 
the supply in the public market while creating a false 
appearance of apparent demand. 


See Litigation Release No. 6483. 





Litigation Release No. 7017/July 28, 1975 


SEC v. AMERICAN TRUSTEE AND LOAN 
ASSOCIATION, INC., et al. 
(USDC, E.D. Va., Alex. Div., Civ. Action No. 75-536A) 


Paul F. Leonard, Assistant Regional Administrator of 
the Washington Regional Office, announced that on 

July 25, 1975, the Commission filed a complaint in the 
United States District Court for the Eastern District of 
Virginia in Alexandria seeking a preliminary and perma- 
nent injunction against American Trustee and Loan As- 
sociation, Inc. (ATLA) of Bryans Road, Maryland, Dan 
H. Brown, I1, also of Bryans Road, Maryland, Jan 
Brzozowy of Lock Haven, Pennsylvania, Global Dy- 
namics Corporation of Jersey Shore, Pennsylvania, 
Eugene H. Bay of Torbet, Pennsylvania, International 
Credit Association, Inc. of Avis, Pennsylvania and The 
Society of the Holy Cross Bearers of Jesus Christ, Inc. 
(the Society) of Oxon Hill, Maryland, from violations of 
the registration and antifraud provisions of the federal 
securities laws. The complaint also seeks the appointment 
of a receiver for ATLA and Global Dynamics Corpora- 
tion. 


The complaint alleges that the defendants violated the 
registration and antifraud provisions of the federal se- 
curities laws in connection with the offer and sale of 
unregistered securities in the form of investment con- 
tracts, evidences of indebtedness, certificates of inter- 
est or participations in profit-sharing agreements, and 
interests or instruments commonly known as securities, 
namely “‘Entrustment Deposits”, “’12% Loan Participa- 
tions”, certificates of beneficial interest issued under 
“the Common Law Trust of ATLA”, participations in 
the $3,300,000 Global Dynamics Corp. Loan Program”, 
and participations in a “‘Loan-Underwriting” program 
of the Society. 


The compalint further alleges that in connection with 
the offer and sale of these securities defendants made 
false and misleading statements to investors and pro- 
spective investors, including, among other things, (1) 
that Entrustment Deposits were federally insured 

against loss, when, in fact, such “deposits” were pledged 
as collateral for loans to ATLA and Brown and were 
therefore subject to loss and, (2) that Entrustment De- 
posits paid a 30% return during 1973 when, in fact, 


this “return” was a Ponzi-type payment to early invest- 
ors designed to encourage new investments. 


In addition, the complaint further alleges that defendants 
omitted to state material facts, including, among other 
things, (1) that ATLA paid interest to investors in its 
12% Loan Participations from its general operating funds 
and (2) that ATLA transferred investor monies to busi- 
nesses controlled by or affiliated with Brown. 





Litigation Release No. 7018/July 28, 1975 


SEC v. THE JEROBOAM WINES, LTD., et al. 
(D. Mont., Civ. Action No. C-74-2) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, an- 
nounced today that on July 18, 1975, Judge James F. 
Battin signed decrees of permanent injunction against 
The Jeroboam Wines, Ltd. (““Jeroboam’’), a Delaware 
corporation; Grant C. Aadnesen an attorney in Salt 
Lake City, Utah; Albert H. Landry of Pacific Palisades, 
California, and Arnold Scheeler of Billings, Montana. 
The decrees, to which the defendants consented with- 
out admitting or denying the allegations of the Com- 
mission’s complaint, enjoined the defendants from vio- 
lating the registration and antifraud provisions of the 
federal securities laws. The decree entered against the 
individual defendants further provided that they make 
periodic payments to the Court totalling $68,800, 
which funds are to be distributed to the public in- 
vestors in Jeroboam. 


The Commission’s complaint filed in the United States 
District Court for Montana on January 7, 1974 alleged 
that the defendants offered and sold unregistered Jer- 
oboam stock and in connection with the stock sales 
made misrepresentations concerning, among other 
things, the future value of Jeroboam stock, the future 
earnings of the company, the prospects for the Com- 
pany’s growth and the use of the investors’ funds. 


For further information see Litigation Release No. 
6201. 





Litigation Release No. 7019/July 30, 1975 
US v. JOHN C. CARRUTHERS 
(USDC, D.C., Crim. No. 397-75) 


Earl J. Silbert, United States Attorney for the District of 
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Columbia, and Paul F. Leonard, Assistant Regional 
Administrator of the Washington Regional Office, 
announced that on June 18, 1975, John C. Carruthers 
of Potomac, Maryland, was sentenced by the Honor- 
able George C. Hart, Jr., Chief Judge of the United 
States District Court for the District of Columbia, to 
imprisonment for a term of one to three years. 


Carruthers had previously pleaded guilty to a criminal 
information charging him in a single count with mail 
fraud in connection with his activities while president 
and chief executive officer of The Inserco Corporation, 
a now-defunct investment adviser formerly registered 
with the Commission. 


For further information see Litigation Release Nos. 
6352 and 6940. 





Litigation Release No. 7020/July 30, 1975 


SEC v. JOHN F. ARENS, et al. 
(D.C., Civ. Action No. 75-1214) 


Paul F. Leonard, Assistant Regional Administrator of the 
Washington Regional Office, announced that on July 25, 
1975, the Commission filed a Complaint for a preliminary 
and permanent injunction and ancillary relief in the 
United States District Court for the District of Colum- 
bia charging John F. Arens (Arens) of Arlington, Vir- 
ginia; Eric L. Szaloczi (Szaloczi) of Owings, Maryland; 
Harbir.ger Oil Corporation (HOC) of Crofton, Mary- 
land; John F. Arens Company (JFAC) of Crofton, 
Marylaiza; W. Lyles Carr, Jr. (Carr) of St. Michaels, 
Maryland; and Paul T. Miller (Miller) of Alexandria, 
Virginia with violations of the antifruad provisions of 
the Securities Act of 1933 (Securities Act) and the 
Securities Exchange Act of 1934 (Exchange Act) in 
connection with the offer and sale of fractional un- 
divided interests in oil and gas wells. In addition, the 
complaint charges Arens, Szaloczi, HOC and JFAC with 
violations of the registration provisions of the Securities 


Misrepresentations and omissions alleged in the com- 
plaint, among other things, concern past production 
history, the establishment of escrow bank accounts, 
the failure to drill six wells, the commingling of in- 
vestors’ monies and the use to be made of investors’ 
monies, including $498,978.37, by Arens and JFAC 
contrary to representations made to investors and 
without authorization by such investors. 


Contemporaneously with the filing of this action, de- 
fendants Arens, Szaloczi, HOC and JFAC consented 
to the entry of a Final Judgment of permanent injunc- 
tion without admitting or denying the allegations con- 
tained in the Commission’s complaint. Arens and 
JFAC also consented to disgorgement.in favor of in- 
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vestors to be accomplished through bankruptcy 
proceedings now pending in the U. S. District Court 

for the District of Wyoming. Pursuant to such con- 

sent, the Honorable Aubrey E. Robinson, Jr., U. S. Dis- 
trict Judge for the District of Columbia, entered a Final 
Judgment permanently enjoining said defendants from 
further violations of the previously mentioned provisions 
of the federal securities laws and ordering said disgorge- 
ment in favor of investors. 





Litigation Release No. 7021/July 31, 1975 


SEC v. OLYMPIC PETROLEUM CORPORATION, et al. 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that Federal District Judge 
William M. Taylor, Jr., at Dallas, Texas, has entered 
Orders of Permanent Injunction against Olympic Pe- 
troleum Corporation, Olympic Energy Corporation, 
Tipco, Inc. (now known as Alliance Energy Corpora- 
tion), and William R. Cook, all of Dallas, Texas, and 
Aubrey Gene Gassaway of Lake Hills, Texas, formerly 
of Dallas. 


All defendants consented to the entry of the injunctive 
orders without admitting or denying the allegations in 
the Commission’s complaint filed January 18, 1974, 
charging violations of the securities registration and 
antifraud provisions of the federal securities laws in the 
offer and sale by Olympic Petroleum Corporation, Olym- 
pic Energy Corporation, and Tipco, Inc., of fractional 
undivided working interests in oil and gas leases located 
in Oklahoma and Texas, and investment contracts 
evidenced by limited partnership interests in oil and 
gas drilling projects located in Louisiana and Montana. 


On July 10, 1975, Judge Taylor signed orders of perma- 
nent injunction enjoining Tipco, Inc., Olympic Petro- 
leum Corporation and Olympic Energy Corporation, 
from further violations of the securities registration pro- 
visions of the federal securities laws. Both Olympic Pe- 
troleum Corporation-and Tipco, Inc. were also perma- 
nently enjoined from further violations of the antifraud 
provisions. 


On July 15, 1975, Judge Taylor entered orders of perma- 
nent injunction against Cook and Gassaway forbidding 
further violations of the securities registration and anti- 
fraud provisions of the federal securities laws. 


For further information see Litigation Release Nos. 
6216, 6255, 6364 and 6852. 
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